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Investment flows to developing countries have 
increased more than thirty-fold in the past forty 
years. In fact as a group, developing countries now 
receive more foreign investments than their devel-
oped counterparts. This money has the potential to 
benefit the half of the global population still living 
on less than $2.50 a day. 

Yet these investments often hurt the environment. 
In countries like Nigeria and Indonesia, the billions 
of investments in recent decades have often done 
little to lift people out of poverty. Too often they 
have also compromised ecosystems. Between 2000 
and 2012, the world lost over 300 million acres of 
forests, while species went extinct at 1,000 times 
the natural rate.

Governments are central to ensuring that invest-
ments do not harm vulnerable people and ecosys-
tems, but corruption, limited human resources, 
and low technological capacity often hinder their 
effectiveness. Where governments can’t provide 
adequate protection, investors like the World Bank 
can help. Many investors realize the importance of 
ensuring that their actions don’t cause harm, but 
struggle to do so. One critical challenge they face 
is determining how to best work with host country 
governments, which bear the major responsibil-
ity for ensuring environmental stewardship. This 
report, Striking the Balance, aims to help investors 
address this challenge. 

Using experiences with the World Bank’s safeguard 
policies, this report explores how investors can 
work with national governments to reduce environ- 
mental and social risks. The report draws upon 
extensive interviews with staff from the World  
Bank and other financial institutions, individuals  
in government, and members of civil society. It 
finds, first, that greater country ownership over  
the safeguard process is beneficial, yet when safe-
guard systems are weak, strong investor policies 
may still be necessary. Second, investors must indi-
vidually assess each country’s rules and, crucially, 
their implementation. Third, investors must engage  
consistently—and throughout the safeguard  
process—in information-gathering, problem- 
solving, and collaboration, and must be sure to 
clarify safeguard requirements. Finally, citizens 
must be central in establishing safeguard systems.

We owe it to ourselves and future generations  
to reduce poverty while protecting our global 
ecosystems. If we are to succeed, everyone must 
lend a hand. We hope this reports helps investors 
effectively tackle this urgent task.

 FOrewOrD

Andrew Steer
President 
World Resources Institute
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abbreviatiOns anD acrOnyms
ADB asian Development bank
AfDB african Development bank
AusAID australian agency for international Development
B.P. bank Policy (world bank)
CEA country environmental assessment
DPO Development Policy Operation
EBRD european bank for reconstruction and Development
EIA environmental impact assessment
ESSA environmental and social systems assessment
GCF green climate Fund
IDB inter-american Development bank
IFC international Finance corporation
NGO nongovernmental Organization
O.P. Operational Policy (world bank)
PforR Program for results
PSIA Poverty and social impact assessment
SEA strategic environmental assessment 
SESA strategic environmental and social assessment 
SIDA  swedish international Development cooperation agency
UCS Use of country systems

DeFinitiOns
Accountability: the ability of relevant actors to be held to account 
for a failure to uphold social and environmental protections. 

Country Ownership: when the public, and the government that 
represents them, have decisionmaking power over activities taking 
place in their country. 

Country safeguard system: the rules and institutions within the 
recipient country that protect people and the environment from harm 
associated with investments. some also use the term “borrower” 
or “national” systems to refer to this set of rules and institutions. 
the term “country” is used here in recognition of the fact that not 
all funding received by countries is in the form of loans. the term 
“national” is avoided to emphasize that subnational systems are  
also important. 

Development Policy Operation (DPOs): world bank loans, 
grants, or credits to governments to support changes in a country’s 
policies and/or institutions. 

Institution: a governmental or non-governmental body such as a 
public agency, civil society, organization or private company. 

Investor: any institution or actor providing loans, grants, or  
direct investments.

Program for Results (PforR): results-based funding modality for 
programmatic lending introduced by the world bank in 2012. Pforr 
uses a unique approach to social and environmental protections that 
relies significantly on the systems of the recipient country. 

Recipient country: the country receiving a loan or grant or  
hosting an investment project or program.

Rule: articulated and codified principles that set the substantive 
and procedural limits of a safeguard system by defining what should 
or should not occur. examples of rules include laws, regulations, 
policies, procedures, and guidelines.

Safeguard: a rule or institution that seeks to avoid, minimize, or 
mitigate adverse environmental and social impacts. these rules and 
institutions can be set by the investor and/or the recipient country. 

Safeguard systems: the combined set of rules and institutions 
that ensure adequate social and environmental protection. 

Traditional safeguards: safeguard policies that set detailed pro-
cedural and substantive requirements that governments must follow 
to obtain funding. at the world bank, these are commonly known as 
the safeguard policies that apply to investment loans. 

Use of Country Safeguard Systems (UCS): a safeguard  
approach created by the world bank to increase use of recipient 
country rules and institutions as safeguards against environmental 
and social harm associated with a project (or “investment”) loan. 
this approach allows the recipient government to use its own  
systems if they are found “equivalent” to those of the world bank 
and if their track record is deemed “acceptable.”

PhOtO creDits 
cover graham crouch/world bank; table of contents, pg. 21, 34, 
44 ryanryan; pg. 2, 35 middle m. DeFreesen/cimmyt; pg. 5, 66 
Joseph king; pg. 6 edwin huffman/world bank; pg. 9 Frans Peeters; 
pg. 10 simone D mccourtie/world bank; pg. 14 kibae Park/Un 
Photo; pg. 26 rita and tomek; pg. 28 lorena Pajares; pg. 32 angela 
sevin; pg. 35 left braden gunem; pg. 35 right mr; pg. 37 ihhh 
humanitarian relief Fund; pg. 40 left, adrian valenzuela; pg. 40 
right, steve garvie; pg. 41 spettacolopuro; pg. 43 nick woodford; 
pg. 47 chris Ford; pg. 48 world bank; pg. 50 ethan crowley; pg. 51 
James seith Photography; pg. 52 Jean-baptiste Dodane; pg. 58 mai 
ky/world bank; pg. 64 sara csurilla/Us Pacific air Forces; pg. 65 
gopal venkatesan; pg. 69 Dietmar temps.

this report was originally published as a working paper in april, 2013. while 

much of the content has remained the same, additional country case studies, 

lessons learned, and explanatory text on the function of safeguard systems have 

been added. 
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execUtive sUmmary
investors face growing pressure to reduce the negative environmental 

and social impacts of their investments. in trying to do so they are 

confronted with the question of how to interact with governments  

in the countries where they invest.
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Both governments and investors—including inter-
national financial institutions, public funds, and 
private banks and companies—grapple with how 
to foster economic development without creat-
ing social or environmental harm. Past economic 
growth led to improved prosperity for millions, but 
caused environmental damage and suffering for 
those not positioned to benefit from the growing 
wealth. Governments and investors are now under 
strong pressure globally to ensure that economic 
growth supports rather than harms people and the 
ecosystems on which they rely. 

Governments have set up rules and institutions to 
protect their people and natural resources. Unfortu-
nately, many of these systems are still inadequate. 
Governments in developing countries, in particular, 
struggle to consistently ensure that investments in 
roads, power plants, agriculture projects, or other 
infrastructure do not result in undue social and envi-
ronmental harm. If governance systems are weak, 
investors can help provide social and environmental 
protection. International financial institutions like 
development banks now realize that environmental 
sustainability and social equity are vital to their 
missions of economic development. The World 

Table 1  |  Overview of the World Bank’s Four Safeguard Approaches

SAFEGUARD 
APPROACh

TyPES OF 
FUNDING

DEGREE OF RELIANCE 
ON COUNTRy SySTEm STRENGThS WEAkNESSES

Traditional 
safeguards 

Project 
operations

LEAST: recipient 
government responsible  
for implementing safe- 
guards according to the 
bank’s system

relatively high investor 
engagement in ensuring 
accountability; provides 
example for country systems

Potentially ineffective 
incentive structure; 
limited focus and 
resources for monitoring 
and evaluation

Use of country 
systems

loans for 
projects

mIDDLE: bank assesses 
country’s systems and 
decides whether they are 
strong enough to rely on; 
otherwise uses traditional 
safeguards 

Focus on how to strengthen 
country systems; balance 
between flexibility and 
accountability

higher costs; flexibility 
still limited; unclear 
standards

Program for 
results

results-based 
loans for 
programs

mORE: world bank assesses 
country’s safeguard systems 
and can propose gap-filling 
measures

Flexibility allows easier 
integration with country 
systems; attention to country 
systems; potential to focus 
on safeguard results

safeguards not 
explicitly tied to results; 
reduced support for 
implementation; unclear 
standards

Development 
policy operations

Direct budget 
support

mOST: world bank does 
cursory assessment of 
country’s systems and can 
change the loan triggers if 
deemed appropriate

Full use of country 
safeguard systems; 
opportunity for investment in 
country safeguard systems

no environmental 
and social standards; 
little analysis of the 
country’s systems; 
narrow definition of 
impacts; no link between 
impact assessments 
and changes to loan 
requirements; lack of 
continued engagement 



Bank’s new overall strategy recognizes, for example, 
that successful development requires “actions to 
secure the future of the planet, ensure social inclu-
sion, and set a solid foundation for the wellbeing of 
future generations.”1 Private companies are seeing 
the stress that natural resource scarcity and social 
unrest can place on their value chains.

Many investors, including the World Bank, the 
Green Climate Fund, the European Bank for 
Reconstruction and Development (EBRD), and 
several private companies are creating new social 
and environmental policies or updating old ones. 
A central question facing these investors is how to 
manage the relationship between their policies and 
the laws and institutions of the countries in which 
they invest. Governments ultimately have control 
over activities within their countries, and national 
laws and policies will always play a role in imple-
mentation of investment projects. It is, therefore, 
in the interest of investors to structure their social 
and environmental policies to work effectively with 
relevant country systems.

The World Bank has in recent years experimented 
with several approaches to deal with the relation-
ship between its own social and environmental risk 
management (“safeguard”) systems and those of its 
recipient countries. Its experiences offer valuable 
lessons for both the World Bank and other investors 
grappling with how to effectively work with national 
governments to reduce environmental and social 
risks. This report analyzes four of these approaches: 
the traditional safeguards approach, the “use of 
country systems” approach, the approach used 
for the World Bank’s “program for results” invest-
ments, and the approach used for the Bank’s devel-
opment policy loans. Table 1 gives an overview of 
these approaches and the strengths and weaknesses 
of each identified in this analysis.

This report offers eight recommendations for  
the World Bank and other investors that want  
to balance ownership and accountability in their 
social and environmental policies. We recommend 
that investors: 

1.  Use recipient-country laws and institutionsto 
enhance safeguard implementation. 

2.  Maintain strong safeguard policies to ensure  
social and environmental protection and  
provide positive examples for country systems.

3.  Thoroughly research the strengths and weak-
nesses of the recipient country’s safeguard 
system on paper and in practice.

4.  Engage consistently in information gathering, 
problem solving, and collaboration with the 
country government and relevant stakeholders.

5.  Invest in adequate human resources for both the 
investor and recipient government. 

6.  Provide the staff of both the investor and the 
host government with proper incentives to 
implement thorough safeguards.

7.  Create clear requirements for the staff of both 
the investor and the host government, with an 
emphasis on substantive results. 

8.  Support citizen engagement throughout the 
investment process.
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section i

intrODUctiOn
we face a great task of supporting poverty reduction without 

compromising our global ecosystems. this reports looks at four 

approaches to reducing negative impacts of economic growth used 

by the world bank. 



The global community is faced with the enormous 
task of enhancing the wellbeing of a growing global 
population while reducing use of our dwindling 
natural resources. The world has witnessed remark-
able economic growth over the past century, which 
has led to greater wealth for millions of people. In 
recent decades, the growth has also led to a shift 
in the global economic landscape as formerly poor 
countries like China and Brazil have become large-
scale investors and poor countries in Southeast 
Asia and Sub-Saharan Africa receive record levels 
of foreign direct investment.2 But global growth has 
not come without costs. Pollution, natural resource 
depletion, climate change, and the disruption of 
ecosystem services are now felt around the world. 
Many people still live in poverty, often made worse 
by environmental degradation.

This global landscape creates both opportunities 
and costs for global investors like public financial 
institutions, private banks, companies, bilateral 
donors, and others engaged in economic develop-
ment. Economic growth in poor regions of the 
world has opened new investment opportunities 
and chances to support economic development. 
The vulnerability of global ecosystems means that 
though, now more than ever, we need to ensure 
that efforts in the name of economic growth do not 
bring negative consequences to our Earth’s fragile 
environment or vulnerable people.

Most countries have systems to help ensure that 
investments do not result in undue social or envi-
ronmental harm. Unfortunately, these systems  
are sometimes unable to adequately protect their 
vulnerable people and ecosystems in a way that 
lives up to international standards, particularly in 
the face of large-scale investments. Corruption, 
impunity, understaffing, conflicts, and other chal-
lenges curtail the ability of some governments to 
protect people and ecosystems. Investors can help 
ensure that national laws are upheld, and that their 
activities do not result in further degradation of 
natural resources or violation of the rights of  
vulnerable people. If they do not, they risk under-
mining their own goals—be they to support eco-
nomic growth of the country (for public financial 
institutions) or the company (for private actors). 

One question facing many investors is how to 
integrate their own environmental and social risk-
management systems—often called “safeguards”—
with the laws and institutions of the country in 
which they are investing. When should the investor 
rely on the country’s own system, and when should 
it substitute elements of its own? What benefits and 
risks are associated with use of the country’s system 
versus that of the investor?

The World Bank, which invests in projects, pro-
grams, and policy changes in low and middle-
income countries in the name of poverty reduction, 
has grappled with these and other safeguard-related 
questions since it began implementing social and 
environmental protections in the 1990s. Its efforts 
to reduce social and environmental harm have often 
provided lessons for other financial institutions 
and investors. In recent years, the World Bank has 
experimented with several approaches to dealing 
with the relationship between its own policies and 
those of the countries where it invests. This report 
looks at four of them. It highlights their strengths 
and weaknesses and draws lessons for the World 
Bank and other investors. The four approaches are:

  The “traditional” approach to safeguard  
for projects;

  The “use of country systems” approach  
to projects;

global growth has not 
come without costs: 

Pollution, natural 
resource depletion, 

climate change, and the 
disruption of ecosystem 

services are now felt 
around the world.
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   The approach used for the World Bank’s results-
based programs; and

   The approach used for the World Bank’s policy-
based operations. 

The World Bank uses different approaches for  
different types of finance. Two approaches are used 
for project loans, one for programmatic results-
based loans, and one for loans for policy changes. 
Comparing the four approaches is not apples-
to-apples. Nevertheless, the different ways these 
approaches guide Bank and government staff offer 
valuable lessons not just for the World Bank, but 
also for other investors seeking to create safeguard 
policies that balance ownership for recipient coun-
tries with accountability for ensuring protection for 
people and ecosystems. 

traditional safeguards
The “traditional” safeguard approach consists of 
mandatory requirements that the World Bank and 
recipient country must follow before the project 
can be approved as well as during implementation. 
These safeguards apply to all investment projects, 
from infrastructure developments like roads or 
hydropower dams, to human development projects 
like health and education investments. Several 
other public finance institutions, including the 
regional development banks, have policies similar 
to the World Bank’s traditional safeguard policies. 

Use of country systems
The World Bank adopted the second approach,  
the “use of country systems approach” (also called 
“use of borrower systems”) to experiment with 
using the host country’s rules and institutions as 
safeguards. It applies to the same type of projects  
as the traditional safeguards. This approach allows 
the recipient government to use its own systems— 
if the Bank finds they are “equivalent” to those 
of the Bank, and if the country’s track record is 
deemed “acceptable.” Equivalence is determined by 
the level of protection the recipient country’s rules 
provide, while acceptability refers to whether the 
systems are adequately implemented.

Program for results
The World Bank’s “program for results” aims to 
enhance development effectiveness by delivering 
funding only on achievement of desired develop-
ment results. It is the newest approach covered in 
this report. This type of funding is used for govern-
ment programs, which often include a number of 
smaller projects.

Development Policy loans
Finally, the World Bank’s development policy 
operations support changes in a country’s policies 
and institutions and can be associated with social 
and environ-mental protections. Development 
policy loans provide governments with fast- 
disbursing direct budget support. 

This report is based on interviews with about 50 
individuals from recipient governments, financial 
institutions, civil society, and the private sector. 
Most of the interviews took place in Washington, 
D.C., and on research trips to Vietnam, Tanzania, 
Kenya, and Cambodia—four countries chosen for 
their varied experiences with the four safeguard 
approaches. In addition, the authors reviewed  
official World Bank documents and secondary 
sources, including project documents, World Bank 
policies, and reports from the Bank’s Inspection 
Panel3 and Independent Evaluation Group.4 

We examined how the four safeguard approaches 
deal with the relationship between country and 
investor systems, and the strengths and weak-
nesses of each approach. Strengths and weaknesses 
were determined by evaluating how each approach 
achieved the five functions of a safeguard system: 
assessing impacts, planning to deal with these 
impacts, implementing these plans, monitoring 
implementation, and responding to harm. Section 2  
looks at the concept of a safeguard and the makeup 
of a safeguard system. Sections 3 through 6 analyze  
the traditional safeguard approach, the “use of 
country systems” safeguard approach, and the 
approaches to avoiding social and environmental 
harm associated with the World Bank’s program  
for results and development policy loans. Section 7 
distills lessons and provides recommendations for 
how investors can structure safeguards to effec-
tively navigate the relationship between country 
systems and investor systems. Section 8 concludes.
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section ii

DeFining saFegUarDs
safeguards are not always easily defined. this section looks at  

what hey are meant to protect and how they are meant to provide 

such protection.  
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We define “safeguard” as a rule or institution that 
helps ensure that investments meet minimum 
social, environmental, and governance standards. 
These rules and institutions can come from either 
the recipient country or the investor. We refer to a 
set of these rules and institutions as the “safeguard 
system.” 

Safeguard policies emerged in the 1980s and 1990s, 
after the World Bank and other investors came 
under increased criticism for the environmental 
destruction and displacement of people caused 
by their investments. Safeguards were originally 
meant to ensure that the World Bank’s invest-
ments did not inflict unintentional harm. Other 
multilateral development banks, such as the Asian 
and Inter-American Development Banks, quickly 
followed suit and developed safeguard policies 
of their own. Recently, safeguards have been the 
center of attention in climate finance including, in 
particular, efforts to create the Green Climate Fund 
and to reduce deforestation and forest degradation 
in developing countries to reduce greenhouse gas 
emissions (known as REDD+).5 

Safeguards are meant to help ensure that invest-
ments are undertaken in a way that balances  
economic, social, and environmental interests.  
They require investors to consider the potential 
negative consequences of their investments on 
people and ecosystems, and take steps to avoid, 
minimize, or mitigate those consequences.  
Although safeguards may be needed in many  
types of investments, they are especially important 

for projects with large environmental footprints, 
such as new roads, power plants, hydroelectric 
dams, and large-scale plantations. 

Traditionally, the rules and institutions of the 
recipient country have not been called “safeguards.” 
Instead, they were known simply as the country’s 
domestic laws, regulations, and public agencies  
for environmental impacts, land use, and protection  
of natural resources. In recent years, the term  
“safeguards” has increasingly referred not only  
to the policies of investors, but also to those  
of governments. 

What Safeguards are Intended  
to Protect

Safeguards cover a variety of substantive areas  
in environmental and social management, from 
pollution control to land-use changes. Currently, no 
agreement exists on what safeguard policies should 
protect, although existing investor policies, national 
laws, and international agreements reveal some 
global trends.

The policies of international financial institutions  
tend, at a minimum, to provide protection for bio-
diversity and natural habitats, indigenous peoples, 
cultural heritage, and people whose access to land or 
other resources will be impacted by the investment 
(see Table 2). Some, like the International Finance 
Corporation (IFC), have expanded their protections 
to include concerns like labor and gender.

Governments have a variety of laws to protect 
people and the environment in the face of large-
scale investments. At a minimum, domestic legal 
systems usually include laws aimed at protecting 
the environment and natural resources, as well as 
some degree of property and labor rights. Countries 
frequently also have laws to protect procedural 
rights, including access to information and griev-
ance procedures.

Finally, international environmental and human 
rights agreements provide another source for in-
ternational safeguard standards. These agreements 
give a picture of which substantive areas the global 
community agrees are worth protecting. They 
include, for example, the Convention on Biological 
Diversity, the International Covenant on Civil and 
Political Rights, and the United Nations Declaration 
on Indigenous Peoples (see Box 1). 

safeguards are 
meant to help ensure 

that investments 
are undertaken in a 

way that balances 
economic, social, and 

environmental interests.



        17Striking the Balance

Table 2  |  Substantive Areas Commonly Covered by Safeguard Policies

COvERAGE IN POLICIES OF FINANCIAL INSTITUTIONa

SUBSTANTIvE AREAS ADB AFDB EBRD IDB IFC WB

Environmental and/or social impact assessments yes yes yes yes yes yes

Biodiversity/natural habitats yesb yes yes yes yes yes

Pollution prevention yesb yes yes yes yes yes

Climate change mitigation yes yes yes yes yes yesc

Rights of indigenous peoples yes yes yes yes yes yes

Involuntary resettlement (of people) yes yes yes yes yes yes

Labor, health, safety yesb yes yes No yes No

Cultural heritage yesb yes yes yes yes yes

Transparency yes yes yes yes yes yes

Consultation requirements yes yes yes yes yes yes

Grievance procedure yes yes yes yes yes yes

notes:  aDb=asian Development bank, afDb=african Development bank, ebrD=european bank for reconstruction and Development, iDb=inter-american Development 
bank, iFc=international Finance corporation, wb=world bank.

a.   Please note that the situation at each institution is more complex than it may appear in the table. For instance, the table lists available policies, but does not consider the 
strength of these policies or the degree to which they are implemented. it also does not include policies, strategies, or guidelines that are not considered safeguards by 
the institution. 

b.  covered in policy related to environmental and social assessments. 
c.   world bank operational policy 4.01 states that environmental assessments should consider “global environmental issues.” a footnote states that this includes “climate 

change, ozone-depleting substances, pollution of international waters, and adverse impacts on biodiversity.”



WRI.org        18

Country safeguard systems can be more specific 
than the systems of international institutions, 
which need to be flexible enough to deal with  
different country contexts. 

Defining “Do no harm”
Safeguards are minimum standards. They are the 
safety net to ensure that planned changes do not 
create unacceptable negative consequences. Safe-
guards are associated with the concept of “do no 
harm,” which is thought of as not making things 
worse than before the investment occurred. How-
ever, “do no harm” should not be confused with 
maintaining the status quo.

Many developing countries struggle with access to 
water, sanitation, food, or decent housing. A strong 
safeguard system ensures that affected people’s 
standard of living is not only maintained but  
improved in some cases; it at least ensures that  

BOx 1  |   ExAmPLES OF INTERNATIONAL AGREEmENTS OUTLINING SAFEGUARD NORmS  
AND BEST PRACTICES

The International Covenant on 
Civil and Political Rights: 167 states 
are party to this agreement, which ex-
plains the civil and political rights listed 
in the Universal Declaration of human 
rights. norms for investments affecting 
vulnerable communities include the right 
to legal recourse when their rights are 
violated (article 2); the right to life and 
survival (article 6); the right to equal-
ity before the law and equal protection 
(article 26); and the rights of members 
of religious, ethnic, or linguistic minori-
ties (article 27).

Convention on Biological  
Diversity: 193 states are party to this 
convention, which sets out rules for the 
protection of biodiversity and encour-
ages fair sharing of benefits from the 
use of genetic resources. the conven-
tion is accompanied by the cartagena 
Protocol on biosafety (with 166 parties) 
and the nagoya Protocol on access and 
benefits-sharing (which 92 countries 
have signed, and 26 ratified as of 2013). 

United Nations Declaration on 
the Rights of Indigenous Peoples: 
a nonbinding declaration adopted in 
september, 2007 by the United nations 
general assembly, which emphasizes 
the unique rights of indigenous peoples

International Covenant on Eco-
nomic, Social, and Cultural 
Rights: 160 states had ratified this 
treaty as of 2013. it guarantees the right 
of self-determination, including the right 
to freely pursue economic, social, and 
cultural development (article 1); the right 
to work (article 6); the right to just con-
ditions of work (article 7); the right to 
food, clothing, and housing (article 11); 
and the right to the highest attainable 
standard of health (article 12).

Convention on Access to Infor-
mation, Public Participation in 
Decision-making and Access to 
Justice in Environmental matters 
(Aarhus Convention): this conven-
tion grants the public the right of access 
to information, participation, and justice 
concerning the environment. as of 
October 2013, 46 countries were party 
to the aarhus convention.

Extractive Industries Transpar-
ency Initiative (EITI): eiti is a global 
initiative that requires signing countries 
to disclose the revenue they receive 
from oil, gas, and mining company 
operations. it has established a reporting 
process that promotes transparency and 
is overseen by a board of representatives 
from government, industry, and civil 
society.6 eiti has 20 compliant countries 
and another 17 candidates.

Minimum Standards

Drawing the line
Besides deciding what to protect, a safeguard  
system guides the level of protection. For example, 
a safeguard system may require project operators to 
avoid pollution, but if pollution is unavoidable, to 
specify the pollution levels that the operator must 
not exceed. Similarly, some safeguard rules state 
not only that resettled people should be treated 
fairly but, more specifically, who should be consid-
ered a resettled person and what type of treatment 
they should receive. 

Safeguard systems at different institutions provide 
varying degrees of guidance as to what constitutes 
adequate protection for people or ecosystems. 
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affected people feel their needs have been con-
sidered. The Asian Development Bank’s (ADB’s) 
safeguard policy embodies this idea. It requires the 
ADB to improve the standards of living of the dis-
placed poor and other vulnerable groups, including 
women, to at least national minimum standards. 
In rural areas this means providing them with legal 
and affordable access to land and resources, and in 
urban areas with appropriate income sources and 
legal and affordable access to adequate housing.7 

Infrastructure of Safeguards

A complete safeguard system not only spells out  
the social and environmental areas to protect, it 
provides the infrastructure to ensure protection. 
This infrastructure consists of rules and institutions 
that work together to anticipate, plan, manage, 
monitor, and respond. 

rules
The rules of a safeguard system spell out rights 
and responsibilities. In public financial institutions 
like the World Bank, safeguard rules are usually 

embodied in policies that recipient countries or 
companies must agree to before they can receive a 
loan or grant. These policies include both substan-
tive and procedural requirements. For example, 
investors often ask the funding recipient to conduct 
an environmental impact assessment to determine 
the project’s environmental impacts—a procedural 
requirement. A substantive rule might prohibit 
high-impact projects in protected areas. Investors 
also typically have policies governing access to in-
formation and accountability mechanisms.8

At the country level, safeguard system rules come in 
a variety of forms. National laws, like environmen-
tal laws, land-use laws, or freedom-of-information 
laws often outline basic rights and responsibilities. 
Such laws are accompanied by regulations, policies, 
and guidelines specifying the conduct of the govern-
ment and others engaged in investments. Table 3 
shows examples of safeguard rules for investors  
and countries. 

institutions
Rules are only valuable if people implement them. 
The investors usually have departments or positions 
responsible for different elements of the safeguard 

Table 3  |  Examples of Safeguard Rules of Investors versus Recipient Countries

Investor    safeguard polices related to social and environmental protections 

   information disclosure policies 

   Policies governing accountability mechanisms 

   Policies governing different types of finance, such as finance for projects or policies 

   laws of donor country if applicable (e.g. for bilateral donors)

Recipient 
Country  

   laws or regulations requiring environmental and social impact assessments  

   laws or regulations requiring environmental management plans or land-use plans  

   customary or religious law, such as laws governing land tenure within an indigenous community  

   Policies and operational manuals of implementing institutions, such as the policies of the environmental agency  

   national laws related to civil procedure or public administration, including freedom of information laws  

   case law, such as judicial decisions regarding the rights of indigenous peoples or the protection of natural 
resources  

   customary or religious law, such as laws governing land tenure within an indigenous community 
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system. Multilateral Development Banks (MDBs), 
for example, usually have staff on two levels:  
(1) direct project support, which includes environ-
mental and social specialists that work directly 
with the client counterparts to meet the safeguard 
requirements, and (2) a compliance unit, which 
reviews projects to make sure their safeguards are 
consistent with company policies.

At the country level, government agencies, legisla-
tive bodies, judicial systems, departments within 
the investing institution, and others provide func-
tions in the safeguard system (see Table 4). The 
number of actors and their arrangement varies 
among countries. 

Functions
Combined, the rules and institutions for both the 
investor and recipient country should: 

1.  Anticipate social and environmental impacts, 

2.   Plan to avoid, minimize, or mitigate  
those impacts, 

3.  Manage implementation of those plans, 

4.  Monitor implementation, and 

5.  Respond to challenges that arise.9 

A safeguard system will only be effective if it can 
provide all five of these functions (see Figure 1).

Anticipate

Anticipating impacts involves determining the 
potential positive and negative effects of the invest-
ment on the areas of concern (like biodiversity 
or labor rights), as well as the scope and scale of 
potential impacts. Public financial institutions tend 
to use—or require borrowers to use—multiple tools 
to assess potential harm. The tool required depends 

Table 4  |  Examples of Safeguard Institutions

Investor   management and board of investor institution 

  team at project level

  monitoring teams

  compliance unit(s)

  independent accountability mechanism(s)

Recipient 
Country  

   government agencies overseeing impact assessments, such as environment agencies or public health agencies 

  national, subnational, or local legislative bodies

  multistakeholder bodies

  civil, criminal, or administrative courts at national, local, and international levels 

  national and subnational law enforcement agencies

  Universities and scientific research institutes

Figure 1  |  Functions of a Safeguard System

Minimum 
Standards 
Achieved

RespondMonitorManagePlanAnticipate
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on the type of financing and the safeguard approach. 
Many countries have laws requiring environmental 
impact assessments (EIAs) for projects that may sig-
nificantly affect people or the environment (see Box 
2 for an example from Thailand). Participation of af-
fected stakeholders, including vulnerable groups like 
women and ethnic minorities, is key to any effective 
impact assessment exercise. Financial institutions 
often require borrowers to disclose information and 
conduct stakeholder consultations as part of their 
impact-assessment process. 

Plan

After anticipating an investment’s potential impacts 
on people and the environment, plans should  
be made to avoid, minimize, or mitigate these  
impacts. The plans could include changing or  
canceling all or part of the investment, or putting  
in place protections to ensure that potential  
harm is reduced. The public financial institutions 
typically require borrowers to produce plans to 
manage potential environmental or social impacts 
revealed in assessments. 

manage

The term “manage” is used here to describe imple-
menting plans to avoid, minimize, or mitigate 
harm. Implementation includes following the steps 

outlined in the relevant policies, laws, or project 
plans. The management phase is where some of 
the largest challenges arise in recipient country 
systems, since implementation of laws, regulations, 
and plans requires adequate human and financial 
resources, and political will. 

monitor

Monitoring the success or failure of efforts to  
protect people and the environment is a key  
element of a functioning safeguard system.  
Financial institutions generally require monitoring 
reports on how safeguards are being implemented. 
Reporting requirements vary depending on the type 
of funding and severity of the potential impacts. 
Countries use various methods to monitor invest-
ment impacts, including law enforcement agencies, 
human rights ombudsmen, independent monitors, 
and community-based monitors. Monitoring is 
easier with certain types of investments than with 
others. For example, it is easier to monitor the  
environmental effects of a new infrastructure 
project than a new national land policy, which may 
result in multiple conflicting effects on ecosystems 
across the country.
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BOx 2  |   ThAILAND’S ENvIRONmENTAL SAFEGUARD SySTEm

the substantive requirements of thailand’s environmental safeguard system are found in a variety of laws and regulations, including the 
constitution, the enhancement and conservation of the national environmental Quality act, and laws related to pollution and the protec-
tion of national resources. thailand uses the following rules and institutions to help ensure that minimum standards are not breached by 
new projects. 

RULES INSTITUTIONS

An
tic

ip
at

e    section 67 of Thailand’s Constitution 
requires environmental impact assessments 
for any activities that may significantly harm 
the environment, natural resources, or the 
health of people. 

   Part four of the Enhancement and 
Conservation of the National Envi-
ronmental Quality Act b.e. 2535 (1992) 
(neQa) and accompanying ministerial 
orders spell out how to implement environ-
mental impact assessments.

   the Environmental Impact Evaluation Bureau of the Office of 
Natural Resources and Environmental Policy and Planning 
(OneP) oversees the eia process. 

   the agency giving the permit (e.g. a mining concession or con-
struction permit), should wait until the eia is complete. 

   Private consultants, which should be registered with OneP, usually 
prepare the eia. 

   the Expert Review Committee, which consists of specialists from 
relevant fields, is responsible for approving the eia. 

   if the project proponent is a public entity, the eia goes to the National 
Environment Board, which can recommend changes then and sub-
mit the eia to the final decisionmaker—the Cabinet.

Pl
an    NEQA requires eia reports to include plans 

to avoid, mitigate, or compensate for  
damage, as well as to monitor compliance.

same as above.

m
an

ag
e no additional rules    the project operator has primary responsibility for carrying out the 

plans outlined in the eia and related documents.

  Contractors often construct or implement the project.

m
on

ito
r    NEQA sections 80-82 spell out require-

ments regarding monitoring and inspection.

   hazardous Substance Act, section 
54 outlines monitoring requirements for 
hazardous substances.

   the project operator should ensure implementation of the monitor-
ing plan created as part of the eia.

   if the project is a point source of pollution:

   the owner or operator is legally required to collect data on the 
daily functioning of the facility and submit reports summarizing the 
results monthly (neQa 1992 sec. 80).

   a pollution control official from the ministry of Science, 
Technology and Environment receives pollution information on 
the project via local officials, and has the right to inspect project 
sites ((neQa 1992 sec. 81-82).

   if relevant, the ministry that oversees relevant hazardous substances 
(such as the minister of Agriculture and Cooperatives or the 
minister of Public health) can monitor use of that substance 
(hazardous subst. act sec. 54).

   the National Environment Board can request information related 
to environmental protection from public or private actors.
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BOx 2  |   ThAILAND’S ENvIRONmENTAL SAFEGUARD SySTEm (CONTINUED)

RULES INSTITUTIONS

R
es

po
nd    NEQA chapter 6 covers civil liabilities for 

violation of the neQa; chapter 7 provides 
criminal penalties.

   Other laws providing penalties for envi-
ronmental harm include: the Factory Act, 
harbor Act, Public Irrigation Act, 
Fisheries Act, hazardous Substances 
Act, National Parks Act and the  
National Reserved Forests Act.

   the project operator should be the first line of defense  
against problems.

   the pollution control official from the ministry of Science, 
Technology and Environment can order the project operator to 
change or stop operations.

   the public prosecutor can sue liable persons for the costs of 
removal or remedial action.

   the court system can adjudicate violations of environmental law.

Respond

Finally, an important function of safeguard systems 
is to respond if problems arise. Problems may result 
from improper implementation of the safeguard 
protections, or they may occur despite proper 
implementation of safeguard plans. Different 
problems will necessitate different responses. For 
example, project implementation may need to be 
slowed, altered, or halted, or reparations may need 
to be paid for harm done. Many public financial in-
stitutions have independent grievance mechanisms, 
which can respond to complaints from affected 
communities with various degrees of authority. At 
the country level, the legal system can respond to 
breaches of the law. Other types of grievance and 
alternative dispute resolution procedures, such as 
those traditionally used by affected communities, 
may ensure a response to harm. 

Box 2 outlines the main elements of Thailand’s 
environmental safeguard system.

The Relationship between Investor and 
Country Safeguard Systems: Ownership 
versus Accountability

Investors will benefit from combining the best 
country and investor safeguard systems to protect 
vulnerable people and ecosystems. The two types of 
systems have different strengths and weaknesses. 

Using the country’s existing systems can, for  
example, increase country “ownership” over the  
investment process. This report defines “owner-
ship” broadly as the public and its representative 
government having decisionmaking power over 
activities taking place in their country.10 Devel-
oped countries have committed to supporting 
such recipient-country ownership in the context of 
development finance in the 2005 Paris Declaration 
on Aid Effectiveness (Paris Declaration) and subse-
quent agreements in Rome, Accra, and Busan.11 Box 
3 provides an example of how Vietnam is trying to 
implement the Paris Declaration through its Hanoi 
Core Statement on Aid Effectiveness. 

Development finance institutions increasingly em-
brace the concept of ownership. In recent years, the 
World Bank, the Asian Development Bank, and the 
Inter-American Development Bank have created 
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BOx 3  |   PARIS DECLARATION IN ACTION: ThE ExAmPLE OF vIETNAm

the government of vietnam was one of 
the first countries to officially “localize” 
the Paris Declaration on aid effective-
ness, which lays out responsibilities for 
recipient countries and donors. the  
hanoi core statement on aid effective-
ness brings together the government  
and the country’s main development 
partners, including development  
banks and bilateral donors.a the core 
statement provides 28 partnership 
commitments and 14 indicators aimed at 
implementing the Paris Declaration  
in the vietnamese context. 

indicator 8 of the core statement deals 
with environmental and social safe-
guards, with a focus on environmental 
impact assessments (eia). the govern-
ment and its partners created a thematic 
group to work on eias, which was later 
replaced by a technical working group. 

the swedish international Development 
cooperation agency (siDa), the world 
bank, the asian Development bank 
(aDb), and other donors agreed to fund 
efforts to strengthen the rules and insti-
tutions responsible for eias in vietnam. 

in 2005, vietnam passed a new environ-
ment law covering eias. since then, the 
government has issued several decrees 
directed at eias. the aDb invested in 
strengthening country systems through 
three approaches. First, it recommended 
steps to ensure that the law governing 
implementation of eias in vietnam lives 
up to international standards. second, 
aDb assessed the institutional capacity 
to implement the law. third, it developed 
an action plan for strengthening imple-
mentation of new assessment proce-
dures, including at the district level.b

vietnam’s commitment to strengthening 
its systems, and the support it received 
from donors, have significantly  
improved legal and institutional 
framework for eias. its laws are now 
considered to nearly meet international 
standards, with weaknesses remaining 
mainly in consultation requirements. the 
government plans to review its environ-
mental law during 2013–14. this review 
will offer an opportunity to harmonize 
vietnamese law with international stan-
dards. however, implementation of the 
legal framework remains a challenge. 
although the ministry of natural 
resources and environment is commit-
ted to implementation, its enforcement 
power is limited and there is little imple-
mentation capacity at local levels.

notes:  
 a.  government of vietnam, hanoi core statement on aid effectiveness: Ownership, harmonization, alignment, results, June 3, 2005.
b.   asian Development bank, subproject Proposal: vietnam, capacity Development for the implementation of the new environment Decree (manila, Philippines; asian 

Development bank, 2011).

policies that allow the use of recipient country’s 
rules and institutions to protect their people and 
environment from harm. The Adaptation Fund 
provides “direct access” to funding for recipient 
country institutions who meet certain criteria.12 The 
Green Climate Fund is looking to follow suit (see 
Box 4). 

The emphasis on ownership has emerged from 
recognition that, under the right circumstances, 
greater ownership can make development efforts 
more effective. According to the Paris Declaration, 
“using a country’s own institutions and systems, 
where these provide assurance that aid will be used 
for agreed purposes, increases aid effectiveness by 
strengthening the partner country’s sustainable 
capacity to develop, implement and account for its 
policies to its citizens and parliament.”13 

Unfortunately, where country systems are not 
strong enough to protect people or the environ-
ment, relying on them to boost country ownership 
can reduce rather than enhance protection. Inves-
tors are therefore faced with the question of how to 
build a system that takes advantage of the benefits 
of country ownership under the right circumstances,  
and avoids doing so when the risks are too high.

Through the years, investors have used different 
methods to deal with the social and environmental 
impacts of their investments. These methods  
have used existing country safeguard systems in 
different ways and to varying degrees. The follow-
ing sections explore experiences from the World 
Bank. The four safeguard approaches are presented 
according to the degree to which they rely on the 
recipient country’s safeguard systems—from least  
to most reliance.
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BOx 4  |   SAFEGUARDS AND CLImATE FINANCE

emphasis on recipient-country owner-
ship is clear in the context of “climate 
finance”—finance aimed at support-
ing mitigation of climate change and 
adaptation to its effects. historic, social, 
and economic differences among 
countries have played an influential 
role in climate negotiations under the 
United nations Framework convention 
on climate change. Developed countries 
have promised funding to developing 
countries to help them develop on a dif-
ferent path than that taken by today’s rich 
nations. Developing countries, in turn, 
have emphasized their right to such sup-
port, as well as their right to continue 
to pursue economic growth. wealthier 
countries have committed to provid-
ing Us$100 billion per year in climate 
finance by 2020.a 

the emphasis on finance for climate 
change mitigation and adaptation has 
led to the creation of several funds, 

including two established by Parties to 
the UnFccc: the adaptation Fund and 
the green climate Fund. these funds 
have committed to giving countries the 
option of “direct access” to finance. 
“Direct access” is defined as receiving 
finance directly from the fund without 
the involvement of regional or interna-
tional financial intermediaries (like the 
multilateral development banks).b

the adaptation Fund has been experi-
menting with direct access to finance 
since 2010, when it began to accredit 
national implementing entities (nies).  
a country can only receive direct access 
if a national institution receives such 
accreditation, otherwise the country 
must use a regional or international 
implementing entity. by november 2013, 
15 nies had received accreditation.c  
according to the adaptation Fund’s 
board, entities are more likely to gain 
accreditation if they have worked with 

multilateral or bilateral donors.d notably, 
nie accreditation has not involved 
an assessment of the nie’s safeguard 
system, only its procurement systems. 
in early 2013, however, the board of the 
adaptation Fund called for the creation 
of safeguard principles, which will likely 
influence the accreditation process  
going forward.

the green climate Fund is still in the 
formation stage and has yet to disburse 
funding as of spring 2014. it holds 
promise of becoming the most promi-
nent financial institution for climate 
finance. its board is responsible for 
developing “environmental and social 
safeguards…that are internationally 
accepted.”e the green climate Fund  
also aims to “support the strengthen-
ing of capacities in recipient countries, 
where needed, to enable them to  
meet the Fund’s environmental and 
social safeguards.”f

notes:  
a.   UnFccc, Decision 1/cP.16, the cancun agreements: Outcome of the work of the ad hoc working group on long-term cooperative action under the convention, para. 

98.
b.  UnFccc, Decision 3/cP.17, launching the green climate Fund, annex governing instrument for the green climate Fund, para. 31.
c.  adaptation Fund, accredited national implementing entities, https://www.adaptation-fund.org/national-implementing-entities (last accessed march 14, 2014).
d.  adaptation Fund, “the adaptation Fund and Direct access,” memorandum, October 2012.
e.  UnFccc, Decision 3/cP.17, launching the green climate Fund, annex governing instrument for the green climate Fund, para. 18(e).
f.  id. para. 66.
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section iii

traDitiOnal 
saFegUarDs
the world bank’s traditional safeguard policies are used for 

most of the bank’s investments in projects. this section looks 

at the strengths and weaknesses of this approach to social and 

environmental protection.
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Overview of Traditional Safeguards 

Traditional safeguard policies apply to investment 
projects, which can cover activities from infrastruc-
ture developments to health or education projects. 
The World Bank first created this type of policy in 
the 1990s in response to public outcry at the envi-
ronmental destruction and social upheaval caused 
by some of the projects it funded. Since that time,  
a large number of public and private investors 
have developed similar policies, often in the face of 
international public pressure to take responsibility 
for the negative effects of their investments.

All the regional development banks have safeguard 
policies similar to the World Bank’s traditional safe-
guards. They include the Asian Development Bank’s 
Safeguard Policy Statement,14 the Inter-American 
Development Bank’s Environment and Safeguard 
Compliance Policy,15 the European Bank for Recon-
struction and Development’s Environmental and 
Social Policy,16 and the African Development Bank’s 
Integrated Safeguard System.17 

As of spring 2014, the World Bank was reviewing 
its traditional safeguard policies; its current poli-
cies were analyzed for this report. They included six 
safeguard policies focused on environmental risks, 
two on risks to vulnerable people,18 and two legal 
policies that concern cooperation between neigh-
boring states.19 The World Bank also has policies 
regarding transparency and grievances.20 

Country Systems and Traditional 
Safeguards 

Traditional safeguard policies require close  
Bank supervision over safeguard processes.  
Traditional safeguards emerged in the face of public 
outcry at the harm caused by bank-funded projects,  
harm that was too large for national laws and 
institutions to adequately avoid or mitigate. Thus 
traditional safeguards were designed to provide 
another layer of protection (over the country layer) 
to ensure that projects funded by the Bank met 
international standards of social and environmen-
tal protection. Day-to-day implementation of the 
safeguards, though, is largely the responsibility of 
the recipient government.

anticipate
Traditional safeguard policies outline requirements 
for assessing potential social and environmental 
impacts. The policies spell out when different 
types of assessments are required, and what these 
assessments should consider.21 At the World Bank, 
staff members are required to screen each project 
and categorize it based on the type and severity of 
potential impacts. Based on this initial screening 
the Bank labels the investment as category A, B, 
or C to indicate the type of further assessments 
required. Governments are then responsible for 
conducting these assessments according to Bank 
guidelines for the relevant category. Governments 
can borrow from the Bank to cover assessment 
costs,22 or they can tap into other sources, includ-
ing supplemental grants from other donors, such 
as bilateral aid agencies. The recipient government 
will frequently hire a consultant familiar with the 
Bank’s policies to complete the assessment, and 
then subject the assessment to internal review 
within the relevant ministries. The Bank, in turn, 
checks and approves the quality of the assessment 
before the project moves forward. 

Traditional safeguard policies for anticipating 
impacts require public consultation and disclosure.  
The World Bank’s environmental assessment policy,  
for instance, requires consultation with affected 
communities at least twice for category A projects: 
once before the terms of reference for the project 
have been completed, and once when the draft 
assessment is finished.23 Governments are asked to 
report to the Bank on these consultations.24 
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Plan 
Traditional safeguard policies spell out relatively 
detailed requirements for plans to reduce envi-
ronmental and social impacts, depending on the 
findings of the environmental assessment. Common 
plans include environmental management plans, 
resettlement plans and indigenous peoples plans. 
As with environmental and social assessments,  
governments are responsible for creating these 
management plans, while the Bank is responsible 
for ascertaining whether the plans meet Bank 
requirements. The plans must be completed and 
approved before any money is released to the  
country. Box 5 gives an example of planning 
requirements under the World Bank’s indigenous 
peoples policy. 

manage 
Implementing social and environmental man-
agement plans is primarily the government’s 
responsibility. World Bank staff members provide 
advisory support. The government is required 
to, for instance, resettle people according to the 
resettlement plan, and establish environmental 
protections in accordance with the environmental 
management plan. Governments will often hire 
contractors to implement the project. The contrac-
tor then becomes the first line of defense against 
social and environmental harm. The World Bank 
frequently requires the creation of a project imple-
mentation unit consisting of government staff to 
oversee implementation, including safeguards.25 As 
with assessments and management plans, the Bank 
typically requires the government to pay for imple-
mentation of the assessments and management 
plans, but will provide financing if the government 
requests it. Third parties (like bilateral donors) may 
provide grants for this work as well. 

monitor
Both the Bank and governments are involved in 
monitoring safeguard implementation. Because 
implementation is the responsibility of the recipient 
government, governments usually use their exist-
ing systems to track a project’s day-to-day progress 
(see Box 6). Often several levels of government will 
be involved. The Bank, in turn, is required to keep 
track of whether the government is fulfilling its own 
safeguard obligations. 

BOx 5  |   WORLD BANk INDIGENOUS PEOPLES 
PLAN REQUIREmENTS

world bank operational policy (O.P.) 4.10 requires that govern-
ments create an indigenous peoples plan (iPP) if indigenous 
peoples will be affected by a proposed operation. the plan  
must include:

   a summary of the social assessment;a

   a summary of results of the free, prior, and informed con-
sultation with the affected indigenous peoples’ communities 
that was carried out during project preparation and that led to 
broad community support for the project; 

   a framework for ensuring free, prior, and informed consul-
tation with the affected indigenous peoples’ communities 
during project implementation; 

   an action plan of measures to ensure that the indigenous 
peoples receive social and economic benefits that are 
culturally appropriate, including, if necessary, measures to 
enhance the capacity of the project implementing agencies; 

   an appropriate action plan of measures to avoid, minimize, 
mitigate, or compensate for potential adverse effects;

   cost estimates and financing plan for the iPP;

   accessible procedures to address grievances by the affected 
indigenous peoples’ communities arising from project imple-
mentation; and

   mechanisms and benchmarks appropriate to the project for 
monitoring, evaluating, and reporting on the implementation 
of the iPP.b 

the bank reviews the plan to ensure that it “has been made 
available to the affected indigenous peoples’ communities at an 
accessible place and in a culturally appropriate form, manner, 
and language; has been appropriately reflected in the project 
design; and can serve as the basis for project appraisal.”c

notes:  
a.   a social assessment includes, among other things, “baseline information 

on the demographic, social, cultural, and political characteristics of the 
affected indigenous Peoples’ communities, the land and territories that 
they have traditionally owned or customarily used or occupied, and the 
natural resources on which they depend.” it should also identify “key project 
stakeholders and the elaboration of a culturally appropriate process for 
consulting with the indigenous Peoples at each stage of project preparation 
and implementation.” world bank, OP 4.10, annex a.

b.  world bank, O.P. 4.10, annex b, para. 2(i).
c.  world bank, b.P. 4.10, para. 9.
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The specifics of Bank monitoring activities depend 
on the institution and type of project. Typically, 
the Bank reviews government reports, communi-
cates with implementing agencies, and conducts 
site visits, with varying frequency. For example, 
the Bank may send staff to risky or high-profile 
projects monthly; whereas for other projects, staff 
may visit only once or twice a year. Bank monitor-
ing generally ceases once the project is closed. In 
rare cases, it is extended. For example, the World 

Bank set up an independent assessment group to 
monitor effects of the Chad-Cameroon pipeline—a 
controversial project to create an oil pipeline from 
southern Chad to Cameroon’s coast—for 10 years.26 
Occasionally, the Bank may require the engage-
ment of third parties in monitoring, including 
independent monitors or civil society organizations. 
The Bank discloses some, but not all, monitoring 
reports to the public.27 

BOx 6  |   RECIPIENT COUNTRy mONITORING SySTEmS – ExAmPLE FROm ThE PhILIPPINES

although traditional safeguards have  
the most detailed requirements of the 
approaches considered here, govern-
ment systems still play a role in all 
phases of safeguard implementation, 
particularly if the government systems 
are strong. Under the traditional safe-
guards approach, governments typically 
base their safeguard systems on existing 
structures, and add requirements as 
necessary to ensure that they adhere to 
world bank policies. thus even under 
the traditional safeguard approach, if 
national processes are strong, the bank 
will rely on them to a large degree.

the Philippines provides an example. a 
joint 2007 world bank-asian Develop-
ment bank assessment of the Philip-
pines’ system for environmental impact 
statements found that the system was 
“perhaps one of the most elaborate and 
comprehensive environmental assess-
ment systems in the world.”a in the 

Philippines, the environmental manage-
ment bureau, part of the Department of 
environment and natural resources, is 
responsible for reviewing environmental 
impact statements and monitoring their 
implementation.b For high-risk projects, 
a multi-partite monitoring team (mmt) 
composed of stakeholders, local govern-
ments, nongovernmental organizations, 
community members, and the private 
sector helps monitor implementation of 
assessments and management plans.c 
according to the Filipino government, 
mmts are “organized to encour-
age public participation, to promote 
greater stakeholders’ vigilance and to 
provide appropriate check and balance 
mechanisms in the monitoring of project 
implementation.”d

implementation is not without prob-
lems. the 2007 assessment found, 
for example, that the environmental 
management bureau was understaffed 

and underfunded, particularly in relation 
to compliance monitoring, and that the 
bureau was only able to monitor about 
18 percent of the projects that received 
compliance certificates.e

nonetheless, because the Philippines 
has strong rules for assessing and  
monitoring environmental impacts,  
the government can usually rely on its 
system to implement traditional safe-
guards. For example, the Philippines’ 
national laws and regulations governing 
environmental assessments provided  
the safeguard framework for a recent 
bank investment in wastewater treatment 
for metro manila. relatively minor  
gap fillers were added to adhere to the 
bank’s standards.f

notes:  
 a.   Josefo b. tuyor, the Philippine environmental impact statement system: Framework, implementation, Performance and challenges, Discussion Paper, world bank, east 

asia and Pacific region, rural Development, natural resources and environment sector (washington, Dc: world bank, 2007) 29.
b.   government of the Philippines, Presidential Decree no. 1586, establishing an environmental impact statement system including Other environmental management 

related measures and for Other Purposes (1978).
c.   Department of environmental and natural resource bureau of republic of the Philippines, the Philippines environmental impact assessment system, http://www.emb.

gov.ph/eia-adb/mon-how.html (last accessed march 22, 2013).
d.  id. 
e.   Josefo b. tuyor, the Philippine environmental impact statement system: Framework, implementation, Performance and challenges, Discussion Paper, world bank, east 

asia and Pacific region, rural Development, natural resources and environment sector (washington, Dc: world bank, 2007) 32.
f.   republic of the Philippines, environment and social safeguards Framework (essF) metro manila wastewater management Project (washington, Dc: world bank group, 

2012) 16.
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respond
As with monitoring, the Bank and recipient govern-
ments share responsibility for responding to prob-
lems and challenges that arise under traditional 
safeguards policies. The borrowing government  
is responsible for the greater share of this function. 
Governments respond to day-to-day problems  
by, for instance, engaging in additional outreach  
to resettled households, or replacing a contractor  
that has not conformed to agreed policies. Sig-
nificant changes in safeguard implementation are 
made in consultation with Bank staff. The Bank 
cannot always respond directly to problems. For 

example, if the government has contracted with a 
third party to perform work, the Bank has limited 
leverage to influence the contractor because it is not 
party to the contract. 

Box 7 gives an example of response mechanisms in 
Tanzania. The project uses African Development 
Bank (AfDB) funds, but follows safeguards similar to 
the World Bank’s traditional safeguard policies.

The World Bank also provides an accountability 
mechanism through which affected communities 
can register complaints. In response, the Bank’s 

BOx 7  |  RESETTLEmENT IN TANzANIA

effective implementation of safeguard 
systems typically requires government 
and investor engagement in responding 
to unexpected events.

the value of constant problem solving 
is seen in a tanzanian project funded by 
the african Development bank (afDb) 
and ecoenergy, a swedish company. 
ecoenergy invested in 20,000 hectares 
of land on which it planned to grow 
sugar for consumption and biofuel. the 
land, a former government-owned cattle 
farm, was used by about 1,200 people 
for farming, grazing, and charcoal 
production.a ecoenergy had faced 
criticism for inadequately considering 
the needs of the people residing on the 
land.b because of this criticism, as well 
as afDb safeguard requirements, the 
company hired a consultant to imple-
ment a resettlement plan. the consultant 
hired a team of 10 young tanzanian 
professionals to support the relocation 

process and facilitate understanding with 
the local people living on and adjacent 
to the ecoenergy project land.c

the team spent several months learning 
the history, views, and interests of the 
people residing on or using the land. 
as a result of this engagement, the 
team was able to identify appropriate 
changes to the plan. For example, it 
negotiated with ecoenergy to carve out 
2,400 hectares of project land for use by 
pastoralists, created a licensing scheme 
for charcoal producers, and conducted 
vocational trainings in, among other 
things, reading and writing, cellphone 
use, carpentry, welding, driving, and 
poultry keeping.d the time spent with 
the community also allowed the team 
to personally get to know those being 
resettled, and to protect those most 
vulnerable to change, including young 
people and woman-headed households.

the team also came to better understand 
relationships between farmers and 
pastoralists, who have historically been 
in conflict. through engagement with 
each community, they were able to allow 
each to identify its most pressing needs 
and potential solutions. this process re-
sulted in the first boarding school in the 
region to serve children from pastoral 
families who must move frequently to 
find pasture for their cattle, and a unique 
joint cattle trough to accommodate both 
maasai and barbaig cattle—neither of 
which were in the original resettlement 
action plan.e Finally, the team worked 
to facilitate communication between 
the communities and the local and 
national government. the project still 
faces challenges, but the consultancy 
team’s long-term engagement in identi-
fying and responding to challenges has 
significantly improved the chances for a 
successful project.

notes:  
a.   african Development bank group, resettlement action Plan, bagamoyo sugar Project, P-tZ-aag-003; emma li Johansson, a multi-scale analysis of biofuel-related 

land acquisitions in tanzania with Focus on sweden as an investor, student thesis series ines nr. 288 (2013). 
b. mats widgren, “swedish land grab in tanzania causes Protests,” farmlandgrab.org, march 22, 2012.
c.   iDc, “early measures,” tanzania newsletter march 2013, http://www.idc-ltd.org/tanzania-newsletter-march-2013 (last accessed march 14, 2014); iDc, “Pastoralists and 

resettlement in tanzania?,” tanzania newsletter June 2013, http://www.idc-ltd.org/tanzania-newsletter-june-2013 (last accessed march 14, 2014).
d.  id.
e.  id.
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Inspection Panel investigates whether the Bank has 
complied with its own policies. While the Inspec-
tion Panel can consider all types of investments, 
the majority of claims relate to operations applying 
traditional safeguards. 

Once a project is complete, the Bank is generally 
no longer responsible for ensuring safeguards. The 
Inspection Panel can review a complaint until 95 
percent of funding has been disbursed, after which 
it loses jurisdiction.28 

Strengths and Weaknesses of 
Traditional Safeguards 

strengths 
high investor engagement in ensuring  
accountability

The main strength of traditional safeguard policies 
is their success in reducing negative impacts on 
people and the environment. Although traditional 
safeguard policies have not prevented all harm, they 

have decreased the chance that Bank-funded proj-
ects will result in severe social and environmental 
damage.29 They give communities access to stronger 
decisionmaking and accountability mechanisms 
than what might otherwise be available in many 
developing countries. They have also allowed the 
Bank to implement projects in areas where the gov-
ernment could not adequately mitigate social and 
environmental concerns on its own. People working 
in government agencies related to safeguards, like 
national environment agencies, frequently express 
gratitude for the safeguards of financial institu-
tions. In Kenya, for example, staff at the National 
Environmental Management Authority (NEMA) 
reported appreciation for the requirements of the 
World Bank and similar investors, which help 
ensure that environmental laws are implemented. 
According to NEMA employees, the agency some-
times does not even know that a project is taking 
place unless an outside actor, like an investor, 
requires environmental protections.

International standards provide an example  
for national institutions

Traditional safeguards have offered a benchmark 
for national and international institutions. In 
Vietnam, for instance, the government recently 
enacted a resettlement decree that in several ways 
reflects the resettlement policy of the World Bank.30 
In Uganda, the Ministry of Local Government has 
used the World Bank Resettlement Policy Frame-
work to guide local authorities.31 In Thailand, the 
regulations on environmental impact assessment 
are modeled on the World Bank’s processes. Inter-
nationally, other financial institutions have pulled 
lessons from the World Bank safeguard policies. 
Bilateral donors such as the Japanese International 
Cooperation Agency are following suit.32 

In implementing the World Bank’s traditional 
safeguard policies, government employees in 
developing countries gain experience in social and 
environmental protection. Governments often have 
adequate rules to protect people and the environ-
ment, but inadequate implementation. Collabora-
tion between Bank and government staff in imple-
menting safeguard systems appears to have helped 
give government employees experience with suc-
cessful implementation of social and environmental 
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protections. In particular, the transparency and 
consultation requirements of traditional safeguards 
have helped encourage input from citizens in bor-
rowing countries, a key element in any safeguard 
system (see Box 8 for an example from Vietnam).

weaknesses 
Several weaknesses of the traditional safeguard 
approach relate to the disconnect between the 
World Bank safeguard policies and the legal, 
institutional, and political realities of recipient 
countries. 

heavy burden on recipient-country governments

Traditional safeguard policies entail detailed 
requirements, which fall to recipient governments 
to implement. These requirements add to the  
workload of government employees, who must  
simultaneously implement their own national laws  
and policies. The additional workload can over-
burden government agencies, which may already  
struggle to meet their responsibilities. Governments 
often hire consultants to create the required  
documents, including impact assessments and  
management plans. Once these documents are  
completed, however, the consultants move on,  
leaving their implementation to the relevant 
agencies. The result is often lack of ownership and 
ineffective implementation.

Potentially ineffective incentive structure

Host government staffs often have limited incentive 
to thoroughly implement Bank policies. Although 
some governments appreciate Bank guidance in 
implementing projects with challenging social  
and environmental dimensions, others are less 
willing to invest in systems imposed by an outside 
institution. Some detailed safeguard requirements 
simply duplicate country processes. Government 
employees are familiar with their own structures 
and incentives systems and do not receive bonuses 
from the World Bank if they succeed with safeguard 
implementation; their salaries and positions are 
determined by the government. 

BOx 8  |   ThE ROLE OF CIvIL SOCIETy— 
vIETNAm’S TRUNG SON DAm 

the public can play an important role in pressing for national 
ownership of and accountability for investments. in vietnam, the 
world bank team responsible for overseeing implementation of 
the trung son dam solicited input from civil society early in the 
planning process. the team encouraged transparency by releas-
ing documents such as a matrix of comments from civil society 
and responses by the bank. it also created a grievance mecha-
nism for project-affected people. according to the world bank: 

the approach followed during the consultations differed from 
previous consultations in vietnam. evn [vietnam electricity] 
and the world bank adopted an approach that focused on listen-
ing to affected people, asking them to share their concerns, 
and eventually designing a better project that addresses these 
concerns and responds to their needs. consultation was based 
on an acknowledgment that people affected by the project would 
have useful ideas about what would be likely to work and what 
would not work during project implementation.a

the trung son project has not been problem free; ngOs and 
affected communities still express concern about the effects 
of the project on the community and the bank’s refusal to 
disclose certain documents.b nevertheless, the bank’s proactive 
engagement seems to have improved project implementation 
and communication between civil society and the government 
regarding the project.c

notes:  
a.   Defne gencer & richard spencer, new approaches for medium-scale 

hydropower Development in vietnam: lessons from Preparation of the trung 
son hydropower Project (washington, Dc: world bank group, 2012) 17.

b.   see, for instance, khanh nguy thi, “experience sharing from the case of 
trung son hydropower Dam Project Funded by world bank in vietnam” 
(presentation, annual meeting of world bank and imF, tokyo, Oct. 12, 
2012).

c.   Personal communication with two national vietnamese ngOs, Oct .12 and 
Oct. 18, 2012.

Limited attention to monitoring and evaluation

Most of the World Bank’s activity in traditional 
safeguard policies comes in the early stages of a 
project, when the Bank may require changes to 
impact assessments and management plans. Once 
money is disbursed and projects underway, Bank 
engagement is reduced. Social and environmental 
safeguard specialists and monitoring specialists  
employed by the World Bank may work on many 
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the world bank’s main 
leverage is its ability 
to withdraw funding if 
governments do not 
adhere to contractual 
safeguard commitments, 
but this step is taken 
only in exceptionally 
egregious cases. 

investments at once and visit project sites infre-
quently. Sometimes funding is unavailable to bring 
in environmental or social specialists, leaving 
nonspecialists to conduct the monitoring.

The World Bank’s main leverage is its ability to 
withdraw funding if governments do not adhere to 
contractual safeguard commitments, but this step 
is taken only in exceptionally egregious cases.33 The 
focus on preparatory documents may cause Bank 
staff to concentrate on ensuring that Bank proce-
dures have been followed, rather than on whether 
the systems are strong enough to ensure long-term 
social and environmental sustainability. 

Too few people on the ground

The focus on safeguard paperwork is reflected in the 
fact that the Bank tends to have few people on the 
ground to monitor and support implementation. 
Interviewees from inside and outside the World 
Bank expressed concern that the Bank does not 
invest enough resources to ensure that its staff can 
adequately collaborate with the local governments 
and citizens to monitor the effects of its investment. 
For more on the importance of investing in imple-
mentation and relationships on the ground see Box 
9, on challenges the World Bank has encountered in 
Cambodia.
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BOx 9  |   SAFEGUARD ChALLENGES IN CAmBODIA

in 2009, the world bank suspended 
funding to cambodia when it could not 
agree with the government about how to 
proceed on its land management and 
administration Project (lmaP). lmaP 
had supported land titling for thousands 
of primarily rural families. however, the 
world bank’s inspection Panel found 
that the bank had avoided titling land 
that was in dispute, and as a result unin-
tentionally weakened the tenure security 
of people on that disputed land. this 
had, in turn, indirectly contributed to the 
involuntary resettlement of thousands of 
people, including people in the boueng 
kak lake area of Phnom Penh.

the preparatory documents for the proj-
ect stated that it would “not title lands 
in areas where disputes are likely until 
agreements are reached on the status of 
the land.”a according to the inspection 
Panel, however, interpretation of this 
sentence “seems to have changed over 

the course of Project implementation. 
the current interpretation is that the 
Project will not title lands in areas where 
disputes are likely.”b several factors 
apparently contributed to this change, 
including pushback from the govern-
ment and weak monitoring on behalf 
of the bank, made worse by turnover in 
bank staff. the cambodian government 
decided to cancel the project rather than 
comply with world bank requirements. 
the world bank, in turn, suspended 
funding for any new investments in 
cambodia. 

Citizen Engagement 
the world bank did not engage citizens 
in the lmaP project as it did with the 
trung son dam (box 8). Original plan-
ning documents specified that ngOs 
would be engaged to inform citizens 
about the activities, and to provide legal 
assistance to “disadvantaged individu-
als and communities involved in land 

disputes.”c this did not occur, however, 
which according to an “enhanced review 
report” conducted by the bank, “made 
the process less participatory and 
transparent for the most vulnerable com-
munities seeking land titling in an area 
to be adjudicated in urban areas.”d co-
operating with ngOs may have allowed 
the bank to either correct the project or 
withdraw at an earlier stage. according 
to the inspection Panel’s investigation: 

it seems evident from a review of the 
supervision reports that the events that 
unfolded in the [boueng kak lake] area 
since 2007 were not viewed by the bank 
as serious and directly linked to the 
Project until much later, in late 2008 and 
early 2009, when local ngOs started 
raising their concerns with bank staff 
and evictions of other communities in 
Phnom Penh were happening.e

notes:  
 a.   world bank inspection Panel, cambodia: land management and administration Project (credit no. 3650 - kh), nov. 23, 2010, xix.
b.  id.
c.   instruction of the cambodia ministry of land management, Urban Planning and construction (Phnom Penh, cambodia), December 20, 2006 (lmaP enhanced review 

report, July 2009) para. 19.
d.  world bank, cambodia land management and administration Project enhanced review report (washington, Dc: world bank group, July 13, 2009) para. 19.
e.  world bank inspection Panel, cambodia: land management and administration Project (credit no. 3650 - kh), nov. 23, 2010, xxiv.
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section iv

the Use OF cOUntry 
systems aPPrOach
the world bank’s “use of country systems” approach to safeguards 

was developed to allow for greater use of recipient country laws and 

institutions. the results have been mixed.
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Overview of Use of Country  
Systems Approach 

In 2005, the World Bank launched a pilot pro-
gram to explore using recipient country rules and 
institutions to reduce social and environmental 
impacts.34 The pilot aimed to increase effectiveness 
of safeguard implementation, build capacity of the 
recipient country, and reduce transaction costs.35 
The pilot project was reviewed and scaled up in 
2008.36 The World Bank defined country systems 
as “a country’s legal and institutional framework, 
consisting of its national, subnational, or sectoral 
implementing institutions and applicable laws, 
regulations, rules, and procedures.”37 

Regional Banks have followed suit. ADB and the 
Inter-American Development Bank (IDB) have each 
included provisions for using country safeguard 
systems in their safeguard policies.38 Although both 
have researched how to assess the suitability of 
country systems to deal with bank investments,  
neither has yet relied on country systems.39 They 
have put more emphasis on first strengthening 
those systems (see Box 10). The African Develop-
ment Bank (AfDB) has integrated use of country 
systems into its new safeguard system, which it 
hopes will “contribute to strengthening regional 
member country systems for environmental and 
social risk management.”40 

Country Systems in the Use of Country 
Systems Approach 

anticipate 
Under the World Bank’s use of country systems 
(UCS) approach, recipient country systems can be 
used if the Bank deems them “equivalent” to its own 
systems. Equivalence is determined by whether the 
government’s system is designed to achieve certain 
objectives and operational principles distilled from 
the Bank’s social and environmental safeguard poli-
cies.41 These principles are set out in World Bank 
O.P. 4.00, which governs its UCS pilot projects. 
The policy includes 9 objectives and 64 operational 
principles. Examples of operational principles are: 

BOx 10  |   STRENGThENING COUNTRy  
SAFEGUARD SySTEmS AT ThE  
ASIAN DEvELOPmENT BANk

when the asian Development bank (aDb) updated its safeguard 
policy in 2009, it called for creation of a Us$80–100 million 
trust fund that would:

1.   support recipient countries in strengthening their safeguard 
policies, legal frameworks, regulations, rules, and proce-
dures; 

2.   support capacity development of recipient government 
agencies, borrowers/clients and civil societies at national, 
subnational, sector, agency and project levels; and 

3.   work with recipient countries to conduct country safeguard 
system equivalence and acceptability assessments, and 
diagnostics on a demand-driven basis.a

aDb resources for strengthening country safeguard systems 
have been in strong demand from developing member coun-
tries. so far, the aDb has provided more than Us$20 million to 
about 35 projects. examples of projects include:

1.   myanmar: capacity building for implementing environment 
and social safeguards;

2.   mongolia: reform of legal and regulatory Framework for 
involuntary resettlement (Phases i and ii);

3.   Papua new guinea: country safeguard review; and 

4.   Pakistan: environmental training for civil servants.b

in 2012, the aDb held a regional workshop on country safe-
guard systems that brought together representatives of financial 
institutions and governments, and other stakeholders.c 

notes:  
a.   asian Development bank, safeguard Policy statement, para. 77 (2009).
b.   these projects are all sub-projects of the broader technical assistance 

project entitled “strengthening and Use of country safeguard systems.” 
asian Development bank, ta 7566: strengthening and Use of country 
safeguard systems, Project Data sheet, may 20, 2010; asian Development 
bank, “country safeguard systems,” http://www.adb.org/site/safeguards/
country-safeguard-systems (last accessed march 14, 2014).

c.   the workshop was entitled “country safeguard systems regional workshop 
Proceedings: towards common approaches and better results.” the 
proceedings from the workshop are available online at: http://www.adb.org/
sites/default/files/pub/2012/country-safeguard-systems-workshop.pdf.
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   Resettlement operational principle No. 7: For 
those without formal legal rights to lands or 
claims to such land that could be recognized un-
der the laws of the country, provide resettlement 
assistance in lieu of compensation for land to 
help improve or at least restore their livelihoods. 

   Natural habitats operational principle No. 2: 
Avoid significant conversion or degradation of 
critical natural habitats, including those habitats 
that are (a) legally protected, (b) officially  
proposed for protection, (c) identified by  
authoritative sources for their high conservation 
value, or (d) recognized as protected by tradi-
tional local communities. 

   Forests operational principle No. 10: Disclose 
any time-bound action plans in a timely manner, 
before appraisal formally begins, in an accessible 
place and in a form and language that are under-
standable to key stakeholders.42 

In addition to equivalence, the Bank assesses the 
“acceptability of the government’s implementa-
tion practices, track record, and capacity.”43 No 
rules have been established for how to assess the 
acceptability of safeguard systems within a country. 
Methods used have included desktop reviews of 
prior assessments, interviews, and site visits (see 
Box 11). Equivalence and acceptability assessments 
are known as “safeguard diagnostic reviews.” So  
far, the World Bank has conducted and paid for 
these assessments. 

Once the Bank has assessed the recipient country’s 
system, the government is responsible for conduct-
ing any needed impact assessments. If the Bank 
deems the country’s impact assessment system 
equivalent to the Bank’s, the government will use its 
own system. If the country’s system is not deemed 
equivalent, and if gap-filling measures cannot make 
it equivalent, the Bank’s impact assessment policy 
(O.P. 4.01) applies. For purposes of transparency 
and public participation, the World Bank must dis-
close its equivalence and acceptability assessments 
to the public before they are finalized. Instead of 
setting specific consultation requirements, the 
UCS policy states that government must “involve 
stakeholders, including project-affected groups and 

local nongovernmental organizations, as early as 
possible, in the preparation process and ensure that 
their views and concerns are made known to deci-
sion makers and taken into account.”44 

Plan 
Under the UCS approach, once equivalence and 
acceptability assessments are complete, the Bank 
and the government determine the appropriate next 
steps, which may include gap-filling measures to 

BOx 11  |   SAFEGUARD DIAGNOSTIC REvIEW 
FOR ThE REPUBLIC OF mAURITIUS 

in reviewing mauritius’ safeguard system, the world bank’s 
diagnostic team looked at the results of the seven research 
activities described below.

1.   an analysis of mauritius’ laws, regulations, and environ-
mental codes of practice for environmental safeguard  
policies related to environmental assessment, natural habi-
tats, forests, physical cultural resources, pest management, 
and safety of dams as defined by operational policy 4.00; 

2.   interviews with government of mauritius officials, the  
private sector, and members of civil society who are  
responsible for or otherwise involved in the implementation  
of mauritius’ legal and administrative framework relating to 
the environment; 

3.   consultation with other key donors engaged in projects to 
support the development of mauritius’ legal system and its 
institutional capacity; 

4.   review of environmental assessments underway for several 
projects financed independently of the world bank or other 
donors that apply environmental safeguard conditions; 

5.   site visits to projects under construction that are not  
supported by the bank or other donors; 

6.   stakeholder workshop to review and discuss findings and 
recommendations of the bank-prepared draft safeguards 
diagnostic review; and 

7.   review of the draft and final versions of the comprehensive 
study commissioned by the ministry of environment and the 
proposed environmentally sensitive areas conservation and 
management act.a

note:  a.   world bank, safeguard Diagnostic review for the republic of 
mauritius (washington, Dc: world bank group, 2012) viii. 



WRI.org        40

bring the country system in line with Bank stan-
dards.45 In the second phase of the Bank’s 2008 
UCS pilot program, governments could receive 
up to US$50,000 to defray the cost of achieving 
equivalence and acceptability. If the Bank and 
country systems are too far apart, the Bank’s poli-
cies will be used for the management plans. As with 
the traditional safeguards approach, the Bank must 
review and sign off on the plans. 

The World Bank and the government generally plan 
together on how to fill gaps in the country system. 
Examples of gap-filling measures include: 

   Revising general EIA guidelines to provide for 
assessment of direct, indirect, cumulative,  
and associated impacts and to require sectoral 
and regional environmental assessments where 
appropriate (Mauritius).46 

   Disseminating EIAs among stakeholders for their 
opinions and comments, and then posting the 
comments on government websites (Tunisia).47 

   Reviewing adequacy of resources (staff, equip-
ment, and budget) allocated to environmental 
assessments in the energy sector and optimizing 
them as appropriate (Ghana).48  

A government could use its own systems for some 
safeguards but not for others. For instance, most 
safeguard diagnostic reviews have found that 
country systems are an adequate alternative to the 

Bank’s standards on environmental assessments, 
but not for its standards on involuntary resettle-
ment.49 A review of the first pilot phase of the UCS 
approach found that for involuntary resettlement 
“the gaps between the requirements of Bank 
policy…and corresponding borrower systems  
may be too substantial in most cases to be filled by 
measures that are feasible to implement at the proj-
ect level.”50 The main difference between Bank and 
country systems for dealing with resettled people 
centers on the treatment of people who live on or 
use land without legal ownership. Many developing 
country governments resist compensating people 
they view as “squatters.” The Bank requires com-
pensation even for these people.

manage 
Once the World Bank and recipient government 
have agreed on the systems that will be used  
to reduce negative social and environmental 
impacts, the government is responsible for  
managing their implementation, as with the  
traditional safeguards approach. 

monitor 
According to World Bank policies, projects using 
the UCS approach are subject to the same monitor-
ing requirements as those using traditional safe-
guard policies. Projects following the UCS approach 
involve the same degree of documentation and 
interaction between the Bank and the government 
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as projects following the traditional safeguards 
approach.51 However, under the UCS approach the 
Bank’s monitoring focuses on whether the country 
is implementing its laws in a manner consistent 
with the broad operational principles outlined in 
the UCS policy.

respond 
As with traditional safeguards, the government 
is the first-line responder for problems that arise 
under the UCS approach. If the country’s systems 
are deemed equivalent and acceptable, they may 
be used to respond to challenges. In practice, this 
may not differ significantly from the traditional 
safeguards approach under which governments also 
usually rely on their own response mechanisms. 

The World Bank is also responsible for responding 
to problems.52 Its Inspection Panel is authorized to 
investigate both the assessment process and project 
implementation.53 So far the panel has looked at 
one project governed by the UCS approach: a loan 
to Eskom, a South African public utilities company 
to support energy production in South Africa, 
including building a coal-fired power plant. The 
Inspection Panel found, among other things, that 
the World Bank had not adequately assessed the 
acceptability of South Africa’s environmental com-
pliance system or the range of project impacts.54 

Strengths and Weaknesses of Use  
of Country Systems Approach

strengths
Focus on strengthening country systems

The safeguard diagnostic reviews present an oppor-
tunity to systematically outline the merits of recipi-
ent country systems, as well as to identify areas 
needing improvement. This process has improved 
understanding of the strengths and weaknesses of 
domestic processes in protecting people and the 
environment from harm associated with large-scale 
investments. The focus on implementation has 
been particularly useful. The reviews have generally 
found, for instance, that laws for environmental 
protection are typically relatively strong, but track 
records for implementation and monitoring are 
often weak.55 At the same time, the reviews have 
clarified discrepancies between recipient country 
and Bank policies regarding social safeguards, 
including systems for ensuring transparency and 
public participation. 

Investments in gap-filling measures have brought 
needed funding to recipient country systems, which 
could continue to provide benefits beyond the proj-
ects funded by the Bank. Meanwhile, a Bank deci-
sion that a country’s systems are equivalent to those 
of the World Bank provides positive recognition to 
governments that have emphasized environmental 
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or social protections. Some staff members of finan-
cial institutions reported that governments have 
become more interested in developing their coun-
try’s safeguard systems now that the opportunity is 
emerging to use those systems for projects funded 
by international financial institutions.56 The UCS 
pilot appears to have been particularly valuable for 
governments that plan to implement several similar 
projects, since the safeguard diagnostic review and 
gap-filling measures can be transferred to future 
projects. Croatia, Bhutan, and Mauritius have opted 
to have safeguard diagnostic reviews conducted at 
a national level (rather than at the project level) so 
they can then be applied to multiple projects. 

Balance of flexibility and accountability 

The World Bank’s UCS policy provides both flex-
ibility and adequate guidance. By eliminating some 
of the policy requirements in traditional safeguards, 
the UCS approach has helped focus efforts on the 
most important social and environmental protec-
tions, while allowing country systems to dictate 
precisely how these protections are achieved.  
The policy has also maintained the Bank’s account-
ability for ensuring that its own standards are 
upheld. For example, because almost none of the 
country systems for involuntary resettlement come 
close enough to the Bank’s standards to justify gap-
filling measures, countries used the Bank’s systems 
to address this issue. 

weaknesses 
Despite its benefits, the UCS approach is not with-
out challenges, as evidenced by the small number 
of governments that have opted into this approach. 
By June 2010, the World Bank had implemented 
24 pilot projects in 15 countries, but few safeguard 
diagnostic reviews have been initiated since then.

Narrow focus 

Several explanations are possible for this low 
uptake. One is the narrow project focus of many 
UCS pilots. Reviewing the national system to look 
specifically at the rules and institutions relevant to 
the pilot project limited the usefulness of the diag-
nostic reviews for other projects. It also missed an 
opportunity to work with the government and other 
investors to help create a coherent path toward an 
effective country safeguard system. Exceptions were 

Croatia, Bhutan, and Mauritius, which opted for 
national safeguard diagnostic reviews that could be 
used for multiple projects. 

higher costs

The cost associated with implementing the UCS 
approach has been another hurdle. The detailed 
equivalence and acceptability assessments, with 
site visits and interviews, average about $104,000 
for each project. Since the World Bank is respon-
sible for paying this cost, Bank staff members have 
sometimes struggled to secure funding within the 
institution.57 Governments, in turn, have sometimes 
been reluctant to pay for the costs associated with 
bringing their country systems in line with Bank 
standards, including the costs of training govern-
ment staff or holding additional public consulta-
tions. Some originally thought of the UCS approach 
as a cost-cutting measure because they assumed 
that countries could reuse a finding of equivalence 
for other projects. Doing so is not always easy, 
however, given the significant differences among 
the types of projects in which the Bank invests.  
The project-level focus meant that it was sometimes 
difficult to reuse the safeguard diagnostic reviews 
for other investments.

Flexibility is still limited

Another concern voiced by recipient governments 
is that the UCS approach is too rigid. Some expe-
rienced the approach as essentially the same, in 
practice, as the traditional safeguard approach. 
According to one assessment “while O.P. 4.00 was 
intended to simplify safeguards, in most cases it 
essentially added a layer to what is done already 
while creating more points of potential exposure for 
non-compliance.”58 A few of the operational prin-
ciples appear to have exacerbated this feeling by, in 
essence, requiring use of the Bank’s systems regard-
less of the strength of the country’s system. For 
instance, UCS operational principle 5 for environ-
mental assessments states that government should 
apply the World Bank Group’s Pollution Prevention 
and Abatement Handbook unless it can justify not 
using it. Some country representatives also appear 
to have resisted the term “equivalent,” which they 
feel implies that the country systems need to be 
identical to the Bank’s. 
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section v

the PrOgram FOr 
resUlts aPPrOach  
tO saFegUarDs
the world bank’s Program for results is an attempt to link funding 

more directly to development results. it brings new implications for 

structuring safeguards. 
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Overview of the Program for  
Results Approach 

The concept of results-based finance is to deliver 
funding after predetermined results are accom-
plished, rather than providing all funds up front. 
Thus a country would get most of its funding from 
the World Bank for a new government program 
only after the program starts showing successful  
results. Under the Bank’s Program for Results 
(PforR), the government can receive up to 25 
percent of the loan in advance to support imple-
mentation costs.59 Normally the World Bank would 
finance an operation prior to implementation. 
Results-based finance methodologies are becoming 
more popular in international development finance, 
as financial institutions try to ensure that their 
investments result in the intended change. In the 
context of REDD+, for example, donor countries 
are beginning to allot funding based on verified 
emission reductions from reduced deforestation 
and forest degradation.60 

In 2005, the IDB was the first development bank 
to introduce a lending instrument that disbursed 
funds after a program reached a desired develop-
ment outcome.61 The first performance driven loan 
(PDL) was approved by the IDB board of directors 
in December 2005. About 15 more were approved 
during a six-year pilot program, which ended in 
2009 and was not renewed. The ADB approved a 
policy on results-based lending in early 2013 and 
has started to initiate pilot programs.62 

The World Bank introduced its PforR in early 
2012, as a two-year pilot. PforR provides loans 
for government programs, which are disbursed 
after achievement of predetermined results. The 
pilot limits PforR investments to 5 percent of the 
Bank’s total financial commitments, and excludes 
Category A projects, that is, projects that are likely 
to result in significant negative impacts. The Bank 
had approved 8 projects by November 2013, and 
another 16 were under preparation. Whereas IDB 
applied its regular safeguard policies to its results-
based lending, the World Bank created a new safe-
guard methodology for PforR (under O.P. 9.00). 

Country Systems in the Program  
for Results Approach 

anticipate  
Through PforR, the World Bank invests in govern-
ment programs, which consist of many subprojects 
like road improvements or school programs. The 
Bank’s primary responsibility is to assess the overall 
program to determine if it includes an adequate  
system for managing any potential negative environ- 
mental and social impacts. To do so, the World 
Bank conducts an environmental and social systems 
assessment (ESSA). 

Like safeguard diagnostic reviews, ESSAs look  
not only at the presence of social and environmen-
tal risks, but also at the ability of recipient country  
systems to avoid or mitigate those risks. Rather 
than looking for equivalence to World Bank safe-

results-based finance 
delivers funding after 

predetermined results 
are accomplished 

rather than providing 
all funds up front. 



        47Striking the Balance

guards, these assessments are based on a list of 6 
“core principles” and 13 “key planning elements” 
spelled out in O.P. and Bank policy (B.P.) 9.00 
respectively.63 These principles are similar to those 
found in the UCS approach, but include fewer 
requirements. The assessments consider “whether 
the Program institutions have the capacity to carry 
out adequate planning, decision making, execution, 
reporting, monitoring and evaluation, auditing  
and information disclosure under the Program.”64 
Like safeguard diagnostic reviews, ESSAs are 
created and paid for by the World Bank. They are 
subject to public consultation before becoming 
final, which is also the responsibility of the Bank 
rather than the client. 

Identifying and managing subproject impacts 
are the responsibility of the recipient. In Uganda, 
for instance, a PforR loan is financing a program 
to support municipal infrastructure projects in 
secondary cities.65 In Tanzania, a PforR credit is 
supporting the strengthening of urban local gov-
ernance,66 while in Vietnam, a PforR loan is going 
toward a government program to provide rural 
water supply and sanitation.67 ESSAs are structured 
to assess the ability of the governments to oversee 
the program. The government is then responsible 
for conducting its own assessments of the subproj-
ects, following the laws of the country and any addi-
tional gap-filling measures agreed to under PfoR. 

Plan 
After conducting the ESSA and other assessments, 
the Bank and the government formulate a “program 
action plan.” The action plan spells out, among 

other things, the steps the government will take to 
fill any gaps identified in the ESSA. The action plans 
are published by the Bank as part of the program 
appraisal document and can spell out both the legal 
covenants and the indicators that will be used to 
verify results (called development-linked indicators 
or DLIs). 

Covenants and indicators play different roles. 
Covenants are contractual requirements that 
governments agree to meet. Money is not released 
unless all covenants are met. The program action 
plan of the Tanzanian Urban Local Government 
Strengthening Program, for instance, requires 
that the government create a technical manual 
for environmental and social management, which 
must be finished before the project moves into the 
implementation stage.68 Indicators, on the other 
hand, are linked to a percentage of loan payments. 
If a specific indicator is not met, the loan would be 
reduced by the correlating percentage. Indicators 
may be expressed as “outcomes, outputs, interme-
diate outcomes or outputs, process indicators, or 
financing indicators” and “could include actions for 
improving…social and environmental issues.”69 

To date, PforR initiatives have not linked indicators 
directly to environmental and social protections. 
A number of the programs have tied indicators 
to general improvements in governance though, 
which would have positive social and environmen-
tal effects. In Tanzania, for example, all indicators 
focus on improving relevant institutions and their 
capacity to deliver results, with the goal of ensuring, 
among other things, that “environmental and  
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social management conditions are in place such 
that the [local government] can absorb the 
increased funding.”70 Indicator 3.2 of the rural 
water supply and sanitation PforR in Vietnam 
requires each of the eight participating provinces  
to disclose program reports to the public, which 
could enhance transparency around social and  
environmental concerns.71 

manage 
The borrowing country is primarily responsible for 
implementing the program and relevant safeguard 
policies. These responsibilities include paying for 
implementation, although some funding may be 

available from third parties, as with traditional 
safeguards. In Vietnam, for instance, the Australian 
Agency for International Development (AusAID) is 
funding a technical assistance program that will run 
in parallel with, and support, the PforR program.72 

monitor 
As with the other safeguard methodologies, the 
government provides the first line of monitoring 
of safeguard implementation in PforR initiatives. 
Since PforR programs generally consist of a number 
of smaller projects, several branches of the recipi-
ent government are usually involved in monitoring 
either individual subprojects or the program as a 
whole. In Tanzania, the Prime Minister’s Office 
for Regional Administration and Local Govern-
ment oversees implementation of the program, 
while urban local government authorities monitor 
implementation at the subproject level. Several pro-
grams approved to date have focused on supporting 
governments in creating or strengthening monitor-
ing and evaluation systems to allow for improved 
accounting of results. Some of these efforts have 
been captured in loan covenants or indicators. 

The Bank monitors PforR programs primarily 
through annual, midterm, and final reviews. In 
Vietnam, for instance, the Bank and government 
agreed to annual management meetings to assess 
program progress. Although independent assess-
ments of results are not required by the policy, the 
Bank and governments usually agree to provide 
such verification. In Vietnam, the State Audit Office 
holds this responsibility; in Tanzania, a private 
company will be hired to conduct an assessment.73

When the IDB implemented its pilot for perfor-
mance-driven loans, it required recipient countries 
to verify the direct link between program expen-
diture and the intended results. The World Bank’s 
PforR does not require close matching of expen-
ditures to results, reducing the burden on govern-
ment monitoring teams. 

respond 
PforR is structured to provide the Bank and gov-
ernments a new way to respond to challenges of 
implementing programs and projects. It is the only 
type of financing the Bank can withhold if prede-
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termined results are not met. Theoretically at least, 
this is true for social and environmental safeguards 
as well, although the degree to which financing can 
be reduced because of social and environmental 
concerns depends on the degree to which these 
concerns are embedded in covenants or indicators. 

As the program implementer, the recipient govern-
ment is primarily responsible for responding to 
problems. To date, several governments have built 
results-based management into their own systems 
for implementing PforR programs. According to 
the PforR plan in Tanzania, for instance, the central 
government will reward local governments based, 
among other things, on their ability to show that 
they have met certain environmental and social 
criteria. Indicators on which the local governments 
will be evaluated include: 

   Systematic records maintained on all environ-
mental and social management activities imple-
mented by local governments; 

   Robust system established for handling social, 
environmental, and resettlement grievances; 

   All participatory consultative processes on local 
government activities address the relevant envi-
ronmental and social considerations; 

   Resettlement action plans implemented and 
environmental management plans prepared prior 
to initiating civil works.74 

The Inspection Panel continues to have jurisdiction 
over PforR projects. However, given the novelty 
of PforR, the panel has not yet received any com-
plaints regarding PforR investments. 

Strengths and Weaknesses of the 
Program for Results Approach 

Use of results-based approaches to lending by the 
Bank and other institutions is still in its infancy. 
Accordingly, it is difficult to evaluate the benefits 

and drawbacks of this approach in relation to social 
and environmental protections. However, some 
early lessons are evident. 

strengths 
Greater flexibility allows easier implementation

Compared with the traditional and UCS safeguard 
approaches, PforR’s slimmed-down environmental 
and social principles provide greater flexibility for 
using a country’s rules and institutions as safe-
guards. If used appropriately in the right context, 
this flexibility can help ensure that social and 
environmental protections are implemented in a 
manner that fits into the governance structure of 
the recipient country. Thus it can allow government 
staff to follow policies and procedures with which 
they are familiar, and provide an increased sense 
of ownership to recipient governments and stake-
holders. Several members of the Vietnamese team 
developing the PforR initiative, for instance, noted 
that implementing the safeguard policies felt easier 
than implementing traditional safeguards because 
they were already familiar with how the country 
system functioned. 

Attention to country systems

Another benefit of the PforR approach is the 
relatively high level of attention given to country 
safeguard systems. Like the safeguard diagnostic 
reviews, ESSAs are meant to look more carefully 
at the government’s environmental and social 
systems than assessments associated with tradi-
tional safeguard policies. The process of creating 
documents like the ESSA and the accompanying 
program action plan can encourage both Bank and 
government staff to become more knowledgeable of 
the unique opportunities and challenges associated 
with the country’s systems. 

Accountability for results

Finally, the ability to withhold funding until results 
are met can potentially provide both the Bank and 
governments more leverage for ensuring that social 
and environmental protections are implemented. 
Several World Bank staff members interviewed 
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expressed the view that PforR projects have 
resulted in more active and higher level discussions 
between the Bank and government representatives 
about how to implement social and environmen-
tal protections. An environmental expert in the 
Ugandan government expressed cautious hope that 
the results-based structure would elevate environ-
mental and social concerns to a more prominent 
position in project development, and that it would 
provide the central government with a stronger 
leverage to ensure compliance with social and 
environmental rules. 

weaknesses 
Lack of clear standards 

Although the slimmed-down nature of the safe-
guard approach chosen by the World Bank for 
PforR brings increased flexibility, it also increases 
the risk that the Bank and governments will  
not be held accountable for negative social and 
environmental effects resulting from investments. 
Most PforR safeguard principles are vague, leaving 
room for interpretation and confusion. The lack of 
detail may also present a hurdle for the Inspection 
Panel when it tries to determine compliance with 
the policy. 

Safeguards not required to be tied to results

Another potential weakness of the PforR approach 
is the lack of emphasis on social and environmental 
results. Results-based funding is PforR’s primary 
accountability mechanism, and social and envi-
ronmental protections are generally not featured 
strongly. Indeed none of the programs to date 
have included a DLI specifically focused on results 
related to environmental or social protections, 
although some DLIs have included environmental 
and social concerns as a subcomponent.75 Some of 
the PforR projects have opted to establish social 
and environmental protections as covenants, which 
makes them mandatory because a government 
cannot choose to forgo implementing a covenant. 
Covenants, though, are generally focused on 
procedures, such as the creation of assessments 
and monitoring reports. Thus there is the risk 
that, as with traditional safeguards, administrators 
may focus on producing documents rather than 
on implementation. It also threatens to discon-
nect social and environmental safeguards from the 
accountability that comes with providing finance 
based on results. 
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section vi

the DevelOPment 
POlicy OPeratiOn 
aPPrOach tO 
saFegUarDs
Development policy operations focus on changes in laws and 

institutions. this creates new challenges and opportunities for efforts 

to reduce environmental and social risks.
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Overview of the Development Policy 
Operation Approach 

Whereas many loans tend to focus on specific proj-
ects or programs, such as a new road or healthcare 
system, policy loans provide direct budget support 
tied to changes in a country’s policies and institu-
tions. Policy-based lending evolved from “structural 
adjustment” lending, which was originally intro-
duced to help countries deal with short-term bal-
ance of payments support. Today, the World Bank 
provides policy support through development  
policy operations (DPOs) under O.P. 8.60, intro-
duced in 2004. DPOs differ from the three safe-
guard approaches discussed thus far because of the 
type of investments they fund. 

The World Bank is not alone in providing budgetary 
support connected to policy changes in developing 
countries. The IDB provides “policy-based loans” 
and the ADB provides this type of loan through its 
“program lending.” Unlike the World Bank, ADB 
and IDB do not use separate safeguard policies for 
policy loans, although some differences exist in 
implementation compared with project loans. 

Country Systems in the Development 
Policy Operation Approach 

anticipate 
To anticipate the environmental and social impacts 
of DPOs, the World Bank is required to determine 
“whether specific country policies supported by 
the operation are likely to cause significant effects 
on the country’s environment, forests, and other 
natural resources” or have “poverty and social con-
sequences, especially on poor people and vulnerable 
groups.”76 To adhere to this requirement, the Bank 
generally conducts due diligence assessment of the 
proposed policy changes to obtain a basic under-
standing of any potential social and environmental 
impacts. If the initial assessment indicates a “likely” 
risk of “significant” harm, the World Bank’s policy 
calls for further analysis of the ability of existing 
systems to adequately reduce that risk. 

Unlike the other approaches, the DPOs are not 
accompanied by social and environmental princi-
ples or other indicators to guide these assessments, 
nor does the Bank need to reveal full due diligence 
assessments to the public. The project document 
need only provide an overview of the World Bank’s 
understanding of the potential impacts at hand, and 
how the government would mitigate those impacts.

The Bank does provide relatively thorough volun-
tary guidance, particularly in relation to poverty 
and social impact assessments (PSIAs)77 and  
strategic environmental assessments (SEAs),78  
both of which are meant to provide further under-
standing of the potential effects of the policy 
changes. Whether these assessments are conducted 
depends on the circumstances, including the project 
type and availability of resources. Support for 
financial sector reform is generally thought to have 
no meaningful negative social and environmental 
impacts, thus further assessments are not con-
ducted. DPOs directed at, for instance, the health  
or environmental sectors are more often subject  
to some form of additional social and/or environ-
mental assessment. It is rare for the Bank to 
conduct a full SEA for a DPO. 

Plan 
If a DPO is found to entail sufficient potential 
impacts, and if existing country systems are not 
deemed strong enough to adequately reduce them, 
the Bank requires the program document to outline 
how “gaps or shortcomings would be addressed 
before or during program implementation, as 
appropriate.”79 Theoretically, various options are 
available, including adding policy changes related 
to environmental and social protections, forgoing 
the particular investments or requirements, or 
providing technical assistance to tackle the relevant 
problem (see Box 12 for an example of the latter 
from Tanzania).

manage 
The recipient country government is generally 
responsible for managing any social and environ-
mental risks associated with a DPO. Government 
employees are responsible for ensuring that any 
relevant policy changes are implemented, and that 
rules and institutions are in place to reduce risks 
associated with these changes. The government 
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BOx 12  |   ENERGy SECTOR CAPACITy BUILDING IN TANzANIA

One option for responding to potential 
negative impacts from a development 
policy operation (DPO) was seen  
recently in tanzania. in 2013, a project 
document on expansion of the power 
and gas sector in tanzania noted the 
discovery of potentially large offshore 
natural gas deposits, development  
of which posed a high level of environ-
mental risk to protected reefs and 
mangroves. it stated that the project
 
represents an important environmental 
management challenge for tanzania. 
initial results suggest that natural gas 
deposits may be found in offshore ma-
rine and coastal waters, including areas 
in and around some of tanzania’s marine 
protected areas (e.g. mnazi bay, mafia 
island marine Park). these areas include 
some of tanzania’s most important and 

productive reefs and mangroves, which 
support the livelihoods and serve as a 
significant source of animal protein to 
coastal communities, support high lev-
els of biodiversity, and are an important 
draw for tourism.a

the bank found that the government was 
not equipped to handle this risk and that 
it would “require significant expertise 
and strong systems to ensure adequate 
response to spills and leaks, and to 
compensate for the sector’s long-term 
environmental impacts.”b

to help support the tanzanian govern-
ment’s ability to manage the environ-
mental risks associated with the DPO, 
the bank included capacity-building  
activities in a separate project to 
enhance tanzania’s ability to capitalize 

on its natural gas resources. the project, 
the energy sector capacity building 
Project, co-financed with the canadian 
international Development agency, 
provided a loan of $35 million, $2.10 
million of which was for social and 
environmental management. the project 
would provide training and equipment 
to tanzania’s national environment 
management council, and support the 
development and dissemination of oil 
spill early warning and response sys-
tems. the financing will also be used to 
hire a consultant to conduct a strategic 
environmental and social impact as-
sessment for the tanzanian oil and gas 
sector. the grant is unlikely to fill all the 
gaps in tanzania’s governance structure, 
but it is a step in that direction.

notes:  
 a.   world bank, international Development association Program Document in a Proposed credit in the amount sDr 64.9 million (Us$ 100 million equivalent) to the United 

republic of tanzania for a First Power and gas sector Development Policy Operation, report no. 74994-tZ (washington, Dc: world bank group, 2013) 41.
b.  id.

typically relies on existing institutions, such as 
environmental protection agencies, law enforce-
ment agencies, or agencies dealing with land-use 
planning. Sometimes a new structure is created to 
coordinate or oversee the activities. For example, 
in Indonesia, a steering committee and a technical 
committee were created to guide implementation of 
a climate change DPO.80 

monitor 
Both the Bank and the government monitor 
whether the agreed policy changes have been 
implemented. Monitoring is typically based on 
indicators developed prior to implementation. If 
environmental and social factors were embed-
ded as conditions for releasing funds, they will be 
monitored by the Bank.  However, negative envi-
ronmental and social impacts not rooted in policy 

reforms are typically not directly monitored by the 
Bank, including those that were originally identified 
but deemed adequately controlled by the country’s 
systems. If such impacts are monitored it is usu-
ally by the government or other interested parties, 
such as civil society organizations. The Bank does 
not typically monitor how funding is used once 
disbursed; funding goes into the country’s general 
budget. The Bank reviews DPOs every three years, 
with analysis based on information gathered in 
relation to disbursement of the investment rather 
than the results.81 

respond 
The government is responsible for responding to 
challenges that arise in meeting the requirements 
of a DPO, including any policy changes needed for 
social or environmental protection. The Bank may 
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engage with the government to reach agreement on 
potential solutions. If a solution cannot be found, 
the Bank can withhold funding (or the government 
can refuse to accept it). If successful implementa-
tion of the required policy changes brings negative 
social or environmental consequences after the loan 
has closed, the Bank generally does not act since 
such action is not part of the contractual agreement 
with the government. The Inspection Panel has 
jurisdiction over DPO lending. It can, for instance, 
investigate whether the Bank adequately assessed 
and planned for risks presented by the investment. 

Strengths and Weaknesses of 
Development Policy Operation 
Approach 

strengths 
Full use of country safeguard systems 

Of the safeguard approaches outlined in this 
report, the World Bank’s DPOs rely most heavily on 
country systems to reduce environmental and social 
risks. As a result, the social and environmental pro-
tections for such loans are generally fully embed-
ded in the country’s processes and structures. In 
the right context, this approach could have several 
advantages, including seamless integration into 
existing safeguard systems. 

Option to invest in country safeguard system 

Policy loans can be a valuable tool for support-
ing important systemic changes to governance 
in developing countries, including governance of 
environmental and social concerns. Unlike project-
based loans, policy loans can help a country tackle 
systemic problems that lead to poor environmental 
or social outcomes. If implemented properly, they 
can help countries restructure policies or sectors to 
support stronger safeguard systems. 

weaknesses 
Lack of method to ensure accountability

The primary weakness of DPOs in relation to social 
and environmental protections is the lack of a 
system to ensure that the Bank and government are 
held to account for social and environmental harm 
resulting from the investment. Policy loans rely 
heavily on recipient country rules and institutions 
without requiring the Bank to thoroughly under-
stand and support these systems. 

Little analysis of country safeguard systems

Although the World Bank’s policy for DPOs asks for 
an assessment of potential social and environmen-
tal impacts, it does not make requirements for the 
form or content of the assessment. These assess-
ments are typically not shared with the public. 
Assessing potential impacts associated with policy 
changes can be more difficult than assessing the 
impacts of projects, which usually have more direct 
impacts and a defined geographic scope. However, 
the added difficulty does not eliminate the need to 
understand the potential effects of the investment.

Lack of environmental and social standards

Unlike the three other safeguard approaches in  
this report, the World Bank’s DPO policy does not 
list the types of negative impacts (like pollution  
or effects on indigenous peoples) to be considered. 
The policy leaves it to Bank staff to determine 
whether risks are significant enough to justify 
further action, or whether any social and environ-
mental harm should be considered a violation of  
the policy. 

Narrow definition of impacts

The rules governing DPOs require only the antici-
pation of “likely” and “significant” consequences. 
Although the Bank and government may not be 
expected to predict all potential consequences of 
changes in policy, focusing too narrowly on direct 
impacts can entail undue risk to people and eco-
systems. Box 13 provides an example of an assess-
ment associated with a DPO loan to the Democratic 
Republic of the Congo that the Inspection Panel 
found to have incorrectly determined to have no 
significant risks.
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BOx 13  |   FORESTS IN ThE DEmOCRATIC  
REPUBLIC OF ThE CONGO 

the lack of clear safeguards for development policy operations 
(DPOs) has resulted in a large percentage of loans relying solely 
on country systems to avoid social or environmental harm. 
the majority of initial assessments find that the loan presents 
no negative risks, or that the risks are mitigated by country 
systems. the 2012 world bank review of DPOs found, for ex-
ample, that between 2009 and 2012 only 0.3 percent of project 
documents indicated that the investment might have negative 
environmental impacts.a

however, these findings are not always accurate, especially 
with forest investments. For example, with the world bank’s 
transitional support for economic recovery grant to the Demo-
cratic republic of congo, the preparatory documents found the 
effects on the environment would be “felt only indirectly” and 
determined that no further steps to reduce risks were required. 
yet indigenous communities and others in the region feared that 
the loan’s emphasis on logging concessions would harm the 
ecosystems upon which they relied. the bank’s inspection Panel 
agreed that the negative impacts were real. in investigating the 
grant, the panel observed: “the conclusion regarding the lack 
of environmental impact may be the result of management’s 
lack of sufficient analytical resources (such as ceas [country 
environmental assessments] and seas [strategic environmental 
assessments]) to properly measure the impact of policy reforms 
on environment, forests and other natural resources.”b

the panel noted that “there appears to be a trend in the bank 
that [DPO loans] are very frequently determined to have no 
significant environmental and social impacts…this trend is 
evident in the 27 DPls which include forest sector reform, most 
of which have been in africa. this is rather surprising because 
the forest sector has long been identified as one of the most 
likely sectors to cause environmental impact, and the need for 
careful analysis in such sectors appears to be well understood.”c

notes:  
a.   world bank, 2012 Development Policy lending retrospective results, risks, 

and reforms (washington, Dc: world bank group, 2012) 41.
b.   world bank inspection Panel, investigation report, Democratic republic of 

congo: transitional support for economic recovery grant (tserO) (iDa 
grant no. h 1920-Drc) and emergency economic and social reunification 
support Project (eesrsP) (credit no. 3824-Drc and grant no. h 064-Drc) 
(washington, Dc: world bank group, 2007) 9.

c.  id. at xxvi.

No link between impact assessments and changes 
to loan requirements

DPO documents often fail to link the findings 
of impact assessments to changes made to the 
investment requirements. Unlike the ADB, which 
requests a matrix of social and environmental 
impacts and needed mitigation measures, the 
World Bank does not require staff to spell out how 
findings link to mitigation plans. This can make it 
difficult for stakeholders to understand whether 
changes were made based on the assessment, and 
what the changes were. In terms of public participa-
tion, DPO loans supported by the Bank have often 
been predetermined by the government in poverty 
reduction strategy papers or similar documents. 
The Bank tends to trust that governments have 
engaged with stakeholders in the creation of these 
documents, and so does not require public consul-
tations. Experience indicates though that thorough 
consultations have not always taken place.

Lack of continued engagement after  
rapid disbursement

Finally, the lack of minimum standards and the 
rapid disbursement of DPO loans limit the ability of 
the Bank to understand the long-term effects of the 
policy changes being funded. Only a small percent-
age of policy loans are brought to the Inspection 
Panel compared with project loans. The low figure 
may be because of the lack of harm resulting from 
these investments, or it may be because of the 
nature of policy lending. The impact of DPO loans 
on individual communities is more difficult to trace 
than that of tangible projects such as infrastructure 
developments. In addition, policy lending is meant 
to be disbursed quickly. Since the Inspection Panel 
loses jurisdiction once disbursement is complete, 
the window of time in which affected persons can 
bring complaints is often less than a month, which 
is much less time than for project loans.
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section vii

recOmmenDatiOns 
FOr investOrs
experiences with the world bank’s four safeguard approaches 

provide lessons for other investors looking to implement 

safeguards effectively. One main lesson is that thorough safeguard 

implementation requires a high level of investor engagement.
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The strengths and weaknesses of the World Bank’s 
four safeguard approaches analyzed in this paper 
provide eight lessons for the Bank and other inves-
tors that want to encourage both country ownership 
and accountability for social and environmental 
protections.

1.   Use recipient country laws  
and institutions to enhance 
safeguard implementation 

World Bank, government, and citizen experiences  
with the four safeguard approaches outlined here 
confirm that building on country safeguard sys-
tems, if done correctly, can enhance safeguard 
effectiveness. As seen in the UCS and PforR 
approaches, focusing on the rules and institutions 
of the recipient country can help change the conver-
sation from whether the country has complied with 
investor policies, to how country systems operate 
and how they can be strengthened. 

Effective country systems can empower people in 
both government and civil society to hold govern-
ment to account for its actions. Using country 
systems can also allow national actors to work 
within a familiar policy and institutional structure, 
which may enhance their ability and commitment 
to successfully complete safeguard tasks. Finally, 
focusing on the strengths and weaknesses of the 
existing systems in the recipient country can help 
ensure that all investments—regardless of the fund-
ing source—are dealt with fairly and subjected to 
the same requirements. 

If a country’s safeguard system is not yet strong 
enough to ensure adequate social and environ-
mental protection, investors can invest directly in 
strengthening it. The ADB’s program to strengthen 
country safeguard systems has been positively 
received by developing country governments (see 
Box 10).82 

2.   Maintain strong safeguard policies 
to ensure social and environmental 
protection and provide a positive 
example for country systems

Relying solely on country systems is often not 
enough to allow investors to meet minimum 
safeguard standards. Although many developing 
countries have successfully strengthened their 
safeguard systems in recent decades, poverty, 
political instability, growing income stratification, 
corruption, and other problems continue to hinder 
effective governance. Where recipient country rules 
or institutions are not strong enough, investors can 
help fill the gaps, benefitting both the government 
and the investor.

Effective investor involvement in safeguard imple-
mentation requires thorough and clear policies, and 
adequate staffing to oversee full implementation. 
If investors rely on recipient-country systems to 
implement social and environmental protections, 
these systems should be able to perform all five 
functions: anticipate, plan, manage, monitor, and 
respond. If they cannot, the investor should help fill 
the gaps. Using an investor’s policies has the benefit 
of providing government staff with experience in 
safeguard implementation, and sets an example 
for countries seeking to strengthen their safeguard 
requirements. Evidence of this is seen in the many 
government laws that now reflect the World Bank’s 
standards for environmental impacts. 

3.   Thoroughly research the strengths 
and weaknesses of the host country’s 
safeguard system on paper and  
in practice

An investor needs to thoroughly understand the 
strengths and weaknesses of the recipient country’s 
safeguard system to determine how much to rely 
on that system. Two key questions in determining 
whether a country’s safeguard system is appropriate 
in a particular circumstance are: 

   What are the potential negative impacts  
associated with the investment? 

   Will the government be able to hold itself and 
others accountable to adequate standards of 
social and environmental protection? 
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Figure 2  |  Evaluating a Country’s Safeguard System
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Figure 2 shows a flowchart of the decision- 
making process.

Looking at an investment’s potential negative 
impacts will help the investor understand the 
degree and type of protection required. To  
conserve time and resources, low-impact projects 
may have fewer safeguard mechanisms, while 
high-impact projects receive special attention, as 
the World Bank has done under its traditional, UCS 
and PforR safeguard approaches. Projects should 
not be ranked solely based on the type of funding 
involved—such as project loans versus policy loans. 
Rather, similar impacts should receive similar  
treatment. Impacts should not be too narrowly 
defined, as in the development policy loan in the 
DRC (Box 13), where the World Bank’s Inspection 
Panel found that Bank staff had incorrectly catego-
rized impacts on indigenous peoples as “indirect” 
and, therefore, irrelevant. 

Once project impacts are understood, the investor 
can look at the recipient government’s ability to 
oversee the investment. These assessments should 
look not only at the rules on the books, but also the 
ability of the government to implement these rules. 
The World Bank’s safeguard diagnostic reviews 
are a step toward a sound process for assessing 
country safeguard systems, not just on paper but in 
practice. To improve this process, investors could 
further clarify the standards and methodologies 

afor determining the strength of the country’s rules 
and institutions with an emphasis on substantive 
results. Assessments should also acknowledge the 
often complex socioeconomic, political, and historic 
context in which the country’s systems function, 
including an investigation of the quality of the  
relationships between different sectors of govern-
ment, and between government and nongovern-
mental stakeholders. 

To encourage both ownership and accuracy, the 
investor should conduct its assessments in col-
laboration with recipient governments and local 
citizens, including those likely to be affected by 
an investment. Investors with many activities in 
one country can benefit from conducting thorough 
broad assessments of safeguard systems as separate 
initiatives not attached to individual investments. 
This method can ease the time pressure on doing 
assessments for a project and help spread the cost 
of assessments more broadly across investments. If 
conducted properly in collaboration with govern-
ment, assessments can be a positive contribution to 
governance in the country. 

Investors may benefit from categorizing countries 
based on the strength of their safeguard systems. 
Although this could trigger political challenges, it 
could also encourage positive competition. Care 
should be taken to differentiate between activities 
within a country, since some nations may have poor 
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governance overall, but strong systems in a  
particular sector (or vice versa). Rankings could 
take into consideration the government’s commit-
ment to sustainability and to improving their 
safeguard systems.
          
4.   Engage consistently in information 

gathering, problem solving, and 
collaboration with the country 
government and relevant 
stakeholders

To ensure safeguard implementation, investors 
need to stay engaged throughout the safeguard 
process—from assessing impacts to responding  
to problems. This is true even if the country’s  
system is used. The traditional, UCS and DPO  
safeguard approaches emphasize impact assess-
ments and plans over support for implementing 
and monitoring these plans. While an early under-
standing of potential impacts is a key element of  
any successful safeguard effort, a lack of follow  
through can result in poor implementation.  
Experience indicates the importance of not only 
anticipating impacts, but also dealing with the 
actual impacts of the investment. Investors benefit 
from staying engaged in all functions of a safeguard 
system, including responding to changes and  
challenges that will inevitably arise. 

Staying engaged also allows investors to respond to 
opportunities that arise. Safeguards are mandatory 
minimum standards, but investors and govern-
ments are not prevented from going beyond mini-
mum requirements when possible. Viewing social 
and environmental factors as an opportunity rather 
than a burden can improve project success. An 
example was seen in Tanzania’s Bagamoyo sugar 
plantation, where steps were taken to improve the 
community’s wellbeing both inside and outside the 
project location (Box 7). 

5.   Invest in adequate human resources 
for both the investor and recipient 
government 

Staying engaged throughout the safeguard process 
means investing in adequate staff and expertise. 
Interviewees across the board expressed concern 
that the World Bank does not invest enough 
resources in its own safeguard systems and the 

World Bank’s own reviews of safeguard imple-
mentation have expressed similar sentiments.83 
While the World Bank has more people in recipient 
countries than many other investors, only a few are 
engaged in monitoring and supporting safeguard 
implementation, even for traditional safeguards 
where the Bank’s engagement is most intensive. 

Experience with the World Bank’s four safeguard 
approaches shows that low staffing levels not only 
limit the degree to which the investor can under-
stand and respond to problems that arise, they  
can also create an impression that the investor  
is not serious about safeguard implementation.  
This impression can have a negative effect on  
the relationship between the investor and other  
relevant parties, and further weaken implementa-
tion of safeguard policies. Successful safeguard 
systems ultimately depend on the motivation and 
skills of those tasked with implementation.  
Investors should, therefore, provide positive incen-
tives to attract high-quality employees to their 
safeguard teams.

6.   Provide the staff of both the investor 
and the host government with 
proper incentives

Experiences with the World Bank’s four safeguard 
policies indicate that incentive structures play 
an important role in ensuring effective safeguard 
implementation. Investors can provide positive and 
negative incentives to ensure social and environ-
mental protection; often a balance between the two 
is necessary. PforR, for example, shifted the focus 
from compliance with up-front documentation to 
end results, which seems to have improved dialogue 
between the World Bank and governments. At the 
same time, the up-front compliance requirements 
of the World Bank’s traditional approach are some-
times necessary to ensure that proper incentives 
are in place to help ensure thorough impact assess-
ments and management plans.

Investors should influence both their own staff 
members and those of the host government by 
rewarding them for effective safeguard implementa-
tion, and imposing consequences if implementation 
is lacking. While safeguard systems should provide 
clear minimum standards, investors can reward 
those who go beyond the minimum. Governments 
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who go beyond the minimum can be rewarded with 
grants, more favorable loan terms, or technical 
assistance, while staff members can receive promo-
tions, bonuses, or other benefits. Figure 3 gives a 
conceptual overview of how investors could reward 
or sanction host governments or their own staff 
based on the social and environmental protection 
provided for an investment.

7.   Create clear requirements for the 
staff of both the investor and the 
host government, with an emphasis 
on substantive results 

Generally, the four safeguard approaches establish 
the social and environmental requirements that 
apply to investments in varying degrees. The DPO 
approach, for example, gives virtually no direction 
regarding the acceptable level of social and environ-
mental impacts of a project. Traditional safeguards, 
provide more details, but tend to focus on proce-
dure not outcomes. The operational principles of 
the UCS approach come closer to providing sub-
stantive standards.

Providing clear minimum standards can help clarify 
the steps that governments must take to satisfy 
safeguard needs, and aid those seeking to hold the 
institution and government accountable for their 
actions. Experience with the World Bank’s four 

Figure 3  |  Rewarding Positive Behavior

Extra social or
environmental benefits

Minimum standard Inadequate protection

Reward government or staff 
managing project

Provide funds as usual

Reduce funds to 
government/staff members

safeguard approaches indicates that when safe-
guards fail to clearly distinguish between accept-
able and unacceptable behavior, several negative 
consequences can follow. Vague safeguards make 
assessing the acceptability of country systems a 
challenge, and places significant responsibility on 
the individuals implementing the safeguards to 
interpret them correctly. While such flexibility can 

minimum standards 
should be flexible enough 
to account for different 
country contexts, clear 
enough to identify the 
most important criteria, 
and detailed enough to 
support efficient and 
effective implementation. 
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provide for easier adaptation to different country 
systems, interviewees indicated that it can also 
increase delays and stress on investor and govern-
ment staff, who must spend more time determining 
the correct way forward. 

Minimum standards should be flexible enough to 
account for different country contexts, clear enough 
to identify the most important criteria, and detailed 
enough to support efficient and effective implemen-
tation. They should be accompanied by thorough 
guidance documents to further clarify implementa-
tion options.
 
8.   Support citizen engagement 

throughout the investment process

Finally, engaging the public in the recipient coun-
try is vital to both ownership and accountability. 
Ensuring ownership of projects means turning not 
only to national governments, but to a variety of 
actors, including NGOs, community representa-
tives, academics, the private sector, and individu-
als. Citizens are highly diverse and knowledgeable 
and can contribute to every stage in the safeguard 
process, from anticipating impacts to responding 
to problems that arise. They can, for example, help 
assess impacts to their communities, develop plans 
that effectively meet community needs, manage 
implementation of these plans, monitor com-

munity wellbeing long after the funder has gone 
home, and ensure that problems are rectified in a 
manner appropriate for the local context. Inves-
tors should seek to enable citizens to participate in 
their country’s safeguard systems. The new Global 
Partnership for Social Accountability, led by the 
World Bank, is an interesting initiative to support 
accountability through civic engagement.84 

A first step in citizen engagement, and a key ele-
ment of any effective safeguard process, is to 
proactively provide information to the public. 
Transparency can help enhance both government 
and stakeholder trust in the World Bank, and 
improve safeguard implementation across the 
board. Investors have taken important steps toward 
increasing transparency in recent years, and should 
continue to strive to be a model for transparent gov-
ernance. To support transparency, investors must 
first ensure that their decisions are appropriately 
documented. The four safeguard methodologies 
analyzed here showed various degrees of weakness 
on this front, particularly in relation to document-
ing the link between impact assessments, plans 
to deal with impacts, and implementation results. 
Stakeholders, governments, and investors will all 
benefit from greater availability of such informa-
tion. Investors will also benefit from ensuring that 
recipient country safeguard systems uphold the 
principle of transparency through disclosure of 
information and active involvement of communities 
in all aspects of the safeguard system.

The relationship between governments and differ-
ent sectors of civil society often involve complex 
political dynamics. Understanding and engaging 
with these dynamics can be challenging. However, 
ignoring them will tend to lead to, at best, subpar 
development efforts and, at worst, harm to people 
or the environment.
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section viii

cOnclUsiOn
Our global challenge of reducing both poverty and environmental 

destruction will not be easily overcome. effective consideration of 

environmental and social impacts of our activities will help lead us 

in the right direction.  



WRI.org        68

As a global community we face huge challenges as 
we strive to enhance global wellbeing while protect-
ing the natural resources and ecosystems on which 
we rely. Investors—both public and private—need 
to take responsibility for the effects of their invest-
ments or they risk undermining their own goals of 
economic growth. At the same time, elected govern-
ments play a vital role in determining the future of 
their countries, and in protecting vulnerable people 
and ecosystems within their borders. Investors, 
therefore, benefit from working with governments 
in the countries in which they invest.

This report has provided an indepth look at four 
ways in which the World Bank has structured  
the relationship between its social and environ-
mental safeguard policies and the rules and  
institutions of its recipient countries. These 
approaches provide valuable lessons for both the 
World Bank and other investors seeking to answer 
the question of how to work with governments to 
reduce social and environmental impacts associated 
with their investments. 

From these approaches we learned that, under the 
right conditions, providing greater country owner-
ship over the safeguard process by using the coun-
try’s own laws and policies can enhance safeguard 
implementation. The World Bank’s experiences 
also show that safeguard systems in developing 
countries are often not strong enough to ensure 
protections that live up to international standards. 
As a result, strong investor safeguard policies are 
still necessary in many cases to ensure social and 
environmental protection.

To effectively use a country’s safeguard system, 
the investor must assess the unique strengths and 
weaknesses of each country’s relevant rules and 
institutions. These assessments must look not only 
at the rules on the books, but also at implemen-
tation in practice, which is often where country 
systems still have significant weaknesses. 

Regardless of the safeguard system used, effective 
implementation requires investors to engage con-
sistently in information gathering, problem solving, 
and collaboration throughout the safeguard pro-
cess. Although use of country systems may result in 
a different type of investor engagement, consistent 
engagement throughout the safeguard process—
from assessing harm to responding to problems— 
is necessary. 

Consistent engagement will not only allow inves-
tors to respond to problems, it also enables them to 
react to opportunities to create positive change not 
originally envisioned. Such consistent engagement 
requires adequate staffing. It also requires proper 
incentives to attract and retain high-quality talent, 
and negative consequences for staff members who 
do not thoroughly follow investor policies. Clear 
safeguard standards and requirements can ease 
and speed the work of both investor staff and that 
of host country governments. Last but not least, 
citizens play a vital role in the implementation of 
any effective safeguard system.

Going forward, embracing these lessons will help 
international financial institutions and other inves-
tors successfully manage investments bearing social 
and environmental impacts, thus helping them-
selves and recipient counties reach their goals. 

Under the right 
conditions, providing 

greater country 
ownership over the 
safeguard process 

by using the 
country’s own laws 

and policies can 
enhance safeguard 

implementation. 
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